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Square Footage SECTION A:

APPLICANT PROFILE

1.  Name of Facility, Agency, or Institution

The University of Tennessee Medical Center

Name

1924 Alcoa Highway Knox
Street or Route County
Knoxville TN 37920
City State Zip Code

2. Contact Person Available for Responses to Questions

Jerry W. Taylor Attorney

Name Title

Burr & Forman, LLP jtaylor@burr.com
Company Name Email address

501 Union Street, Suite 2300 Nashville TN 37219

Street or Route City State Zip Code
Attorney 615-724-3247 615-724-3347
Association with Owner Phone Number Fax Number

3. Owner of the Facility, Agency or Institution

University Health System, Inc. 865-305-6600
Name Phone Number
2121 Medical Center Way, Suite 200 Knox

Street or Route County
Knoxville TN 37920
City State Zip Code

4, Type of Ownership of Control (Check One)

A. Sole Proprietorship F.  Government (State of TN or
B. Partnership G. Political Subdivision)

C. Limited Partnership H. Joint Venture

D. Corporation (For Profit) I.  Limited Liability Company

E. Corporation (Not-for-Profit) X Other (Specify)

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Organizational documentation is attached as Attachment A,4.
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Name of Management/Operating Entity (If Applicable)

N/A

Name

Street or Route County
City State Zip Code

PUT ALL ATTACHMENTS AT THE END OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Legal Interest in the Site of the Institution (Check One)

A. Ownership D. Option to Lease
B. Option to Purchase E. Other (Specify)
C. Lease of 50 Years X

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

A copy of the Lease and Transfer Agreement is attached as Attachment A, 6.

Type of Institution (Check as appropriate--more than one response may apply)
A. Hospital (Specify) General X I.  Nursing Home

B. Ambulatory Surgical J. Outpatient Diagnostic Center
Treatment Center (ASTC), K. Recuperation Center
Multi-Specialty L. Rehabilitation Facility

C. ASTC, Single Specialty M. Residential Hospice

D. Home Health Agency N. Non-Residential Methadone

E. Hospice Facility

F. Mental Health Hospital O. Birthing Center

G. Mental Health Residential P.  Other Outpatient Facility
Treatment Facility (Specity)

H. Mental Retardation Q. Other (Specify)
Institutional Habilitation
Facility (ICF/MR)




8. Purpose of Review (Check) as appropriate--more than one response may apply)

A. New Institution G. Change in Bed Complement

B. Replacement/Existing Facility [Please note the type of change by

C. Modification/Existing Facility underlining the appropriate

D. Initiation of Health Care response. Increase, Decrease,
Service as defined in TCA § Designation, Distribution,
68-11-1607(4) Conversion, Relocation]
(Specify) H. Change of Location

E. Discontinuance of OB Services I Other (Specify)

F.  Acquisition of Equipment X

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]




Bed Complement Data

Please indicate current and proposed distribution and certification of facility beds.

cSHm

FOTOZ gFp-rmoammgowy

N/A

Medical

Surgical (Included in Medical)
Long-Term Care Hospital

Obstetrical

ICU/CCU

Neonatal

Pediatric

Adult Psychiatric

Geriatric Psychiatric

Child/Adolescent Psychiatric
Rehabilitation

Nursing Facility (non-Medicaid Certified)
Nursing Facility Level 1 (Medicaid only)
Nursing Facility Level 2 (Medicare only)
Nursing Facility Level 2

(dually certified Medicaid/Medicare)
ICF/MR

Adult Chemical Dependency

Child and Adolescent Chemical
Dependency

Swing Beds

Mental Health Residential Treatment
Residential Hospice

TOTAL

*CON-Beds approved but not yet in service

Current
Licensed
Beds

422

TOTAL

CON  Staffed Beds Beds at
Beds* Beds Proposed Completion
28 422 422

12 12
16 80 80

67 67
44 581 581




10.

11.

12.

13.

Medicare Provider Number: 44-0015

Certification Type: Hospital
Medicaid Provider Number: 0044-0015
Certification Type: Hospital

If this is a new facility, will certification be sought for Medicare and/or Medicaid?

N/A, this is an existing hospital. UTMC participates in both Medicare and Medicaid/TennCare

Identify all TennCare Managed Care Organizations/Behavioral Health Organizations
(MCOs/BHOs) operating in the proposed service area.

Blue Care

TennCare Select

UnitedHealthcare Community Plan

Amerigroup

Will this project involve the treatment of TennCare participants?
Yes

If the response to this item is yes, please identify all MCOs/BHOs with which the
applicant has contracted or plans to contract.

UTMC is contracted with all TennCare MCOs operating in the region.
Discuss any out-of-network relationships in place with MCOs/BHOs in the area.
N/A



NOTE: Section B is intended to give the applicant an opportunity to describe the project and

to discuss the need that the applicant sees for the project. Section C addresses how
the project relates to the Certificate of Need criteria of Need, Economic Feasibility,
and the Contribution to the Orderly Development of Health Care. Discussions on
how the application relates to the criteria should not take place in this section unless
otherwise specified.

SECTION B: PROJECT DESCRIPTION

Please answer all questions on 8 1/2” x 11” white paper, clearly typed and spaced, identified
correctly and in the correct sequence. In answering, please type the question and the response.
All exhibits and tables must be attached to the end of the application in correct sequence
identifying the questions(s) to which they refer. If a particular question does not apply to your
project, indicate “Not Applicable (NA)” after that question.

I.

Provide a brief executive summary of the project not to exceed two pages. Topics to be
included in the executive summary are a brief description of proposed services and
equipment, ownership structure, service area, need, existing resources, project cost,
funding, financial feasibility and staffing.

Project Description

The University of Tennessee Medical Center ("UTMC") seeks authorization to acquire an
additional MRI unit with a cost in excess of $2 million. The proposed new MRI is a Seimens 3.0
Tesla unit. The proposed new MRI unit will be operated under UTMC's hospital license and will
be located on the main hospital campus in Knoxville. UTMC will construct a new 1,229 square
foot addition adjacent to the current MRI department to house the unit.

Services & Equipment

The proposed new MRI is a Seimens 3.0 Tesla unit. There will be no changes in the health care
services provided at UTMC.

Ownership Structure

UTMC is owned and operated by University Health System, Inc. ("UHS"). UHS is a not-for-
profit corporation formed in 1998 to acquire the medical center from the State of Tennessee and
the University of Tennessee.

Service Area

The primary service area for the MRI service at UTMC consists of Knox, Blount, Sevier,
Jefferson, Monroe and Loudon counties. Residents of these 6 counties make up approximately
76.5% of the patients receiving MRI scans at UTMC.

Need

There is clearly a need for an additional MRI unit at UTMC. The four existing MRI units at
UTMC are operating at substantially above the need threshold: In 2014 the MRIs at UTMC
operated at 158% of the "need" threshold in the State Health Plan. In 2015, based on annualized
volume through July, they will operate at 170% of the threshold.



IL.

Existing Resources

There are 35 existing MRI units in the PSA. Of these, 16 units are operated by 9 hospitals,
including UTMC. This project will not have a negative impact on other MRI providers. The new
MRI unit will serve to decongest the exiting MRI units at UTMC and provide additional capacity
for growth. It will not significantly affect any other provider's MRI volume.

Project Cost & Funding

The total estimated project cost excluding the filing fee is $3,650,700. Included in this is
$2,259,306 for equipment and $1,106.,824 for construction cost. The equipment costs were
negotiated at arm-length and are reasonable. The project architect has provided a letter attesting
that the estimated construction costs are reasonable.

Financial Feasibility

The project will be funded through the cash reserves of UHS. The CFO has provided a letter
attesting to availability of funding.

Staffing
Only minimal additional staffing is required: 1.5 FTE MRI Technologist.

Provide a detailed narrative of the project by addressing the following items as they relate
to the proposal.

A. Describe the construction, modification and/or renovation of the facility (exclusive of
major medical equipment covered by T.C.A. § 68-11-1601 et seq.) including square
footage, major operational areas, room configuration, ete. Applicants with hospital
projects (comstruction cost in excess of $5 million) and other facility projects
(construction cost in excess of $2 million) should complete the Square Footage and
Cost per Square Footage Chart. Utilizing the attached Chart, applicants with
hospital projects should complete Parts A.-E. by identifying as applicable nursing
units, ancillary areas, and support areas affected by this project. Provide the
location of the unit/service within the existing facility along with carrent square
footage, where, if any, the unit/service will relocate temporarily during construction
and renovation, and then the location of the unit/service with proposed square
footage. The total cost per square foot should provide a breakout between new
construction and renovation cost per square foot. Other facility projects need only
complete Parts B.-E. Please also discuss and justify the cost per square foot for this
project.

If the project involves none of the above, describe the development of the proposal.

UTMC proposes to add a 3.0 Tesla MRI unit. UTMC currently operates 4 MRI units. The
proposed new MRI unit will be located in a newly constructed addition to the current
imaging department on the 1% floor of the main hospital building. The addition will
consist of 1,229 square feet. No temporary relocation of services is required, but the
immediately adjacent MRI unit may have to temporarily cease operations for a few weeks.

The cost of construction does not exceed $5 million, so the referenced chart is not
applicable to this application.



Identify the number and type of beds increased, decreased, converted, relocated,
designated, and/or redistributed by this application. Describe the reasons for change
in bed allocations and describe the impact the bed change will have on the existing
services.

N/A.



C.  As the applicant, describe your need to provide the following health care services (if
applicable to this application):

N/A. This project does not involve the initiation of a health care service.

Adult Psychiatric Services

Alcohol and Drug Treatment for Adolescents (exceeding 28 days)
Birthing Center

Burn Units

Cardiac Catheterization Services

Child and Adolescent Psychiatric Services
Extracorporeal Lithotripsy

Home Health Services

Hospice Services

10. Residential Hospice

11. ICF/MR Services

12. Long-term Care Services

13. Magnetic Resonance Imaging (MRI)

14. Mental Health Residential Treatment

15. Neonatal Intensive Care Unit

16. Non-Residential Methadone Treatment Centers
17. Open Heart Surgery

18. Positron Emission Tomography

19. Radiation Therapy/Linear Accelerator

20. Rehabilitation Services

21. Swing Beds

D. Describe the need to change location or replace an existing facility.
N/A

E. Describe the acquisition of any item of major medical equipment (as defined by the
Agency Rules and the Statute) which exceeds a cost of $2 million; and/or is a
magnetic resonance imaging (MRI) scanner, positron emission tomography (PET)
scanner, extracorporeal lithotripter and/or linear accelerator by responding to the

following:

oSN E W

1. For fixed-site major medical equipment (not replacing existing equipment):
a. Describe the new equipment, including:
1. Total cost; (As defined by Agency Rule).
$2,259,306
2. Expected useful life;
Five years
3. List of clinical applications to be provided; and

Please see the Charge Master attached as Attachment C, 11, FEconomic
Feasibility, 6.



4. Documentation of FDA approval.

A copy of the FDA approval letter is attached as Attachment B, I, E, 1,
a.

b. Provide current and proposed schedules of operations.
Current and proposed:
Monday-Friday — 6:30 am-10:30 pm
Saturday & Sunday — 7:00 am-10:30 pm

Although the official hours of operation will not change, the new MRI unit will
reduce the number of scans that are scheduled for evening hours.

For mobile major medical equipment:

N/A

a. List all sites that will be served;

b. Provide current and/or proposed schedule of operations;

Provide the lease or contract cost.

%

d. Provide the fair market value of the equipment; and

e. List the owner for the equipment.

Indicate applicant’s legal interest in equipment (i.e., purchase, lease, etc.) In
the case of equipment purchase include a quote and/or proposal from an
equipment vendor, or in the case of an equipment lease provide a draft lease or
contract that at least includes the term of the lease and the anticipated lease
payments.

The MRI unit will be purchased. A quote from the vendor is attached as
Attachment B, II. E, 3.

T1L. (A) Attach a copy of the plot plan of the site on an 8 1/2” x 11”7 sheet of white paper which

must include:

1. Size of site (in acres);

2. Location of structure on the site; and
3. Location of the proposed construction.
4

Names of streets, roads or highway that cross or border the site.

Please note that the drawings do not need to be drawn fo scale. Plot plans are required

for all projects.
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(B)

IV.

A site plan is attached as Attachment B, 111, (A).

Describe the relationship of the site to public transportation routes, if any, and to any
highway or major road developments in the area. Describe the accessibility of the
proposed site to patients/clients.

UTMOC is located on Alcoa Highway, a major state highway serving the area. It is located
approximately 3 miles from Interstates 40 and 75. Ttis on a bus route of the Knoxville
Transit Authority.

Attach a floor plan drawing for the facility which includes legible labeling of patient care
rooms (noting private or semi-private), ancillary areas, equipment areas, etc. on an 81/2”
x 11” sheet of white paper.

NOTE: DO NOT SUBMIT BLUEPRINTS. Simple line drawings should be submitted and
need not be drawn to scale.

A floor plan is attached as Attachment B, IV.

For a Home Health Agency or Hospice, identify:
N/A.

A S

Existing service area by County;
Proposed service area by County;

A parent or primary service provider;
Existing branches; and

Proposed branches.
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SECTION C: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with Tennessee Code Annotated § 68-11-1609(b), “no Certificate of
Need shall be granted unless the action proposed in the application for such
Certificate is necessary to provide needed health care in the area to be served, can
be economically accomplished and maintained, and will contribute to the orderly
development of health care.” The three (3) criteria are further defined in Agency
Rule 0720-4-.01. Further standards for guidance are provided in the state health
plan (Guidelines for Growth), developed pursuant to Tennessee Code Annotated
§68-11-1625.

The following questions are listed according to the three (3) criteria: (I) Need, (II)
Economic Feasibility, and (II[) Contribution to the Orderly Development of Health
Care. Please respond to each question and provide underlying assumptions, data
sources, and methodologies when appropriate. Please type each question and ifs
response on an 8 1/2” x 11” white paper. All exhibits and tables must be attached to
the end of the application in correct sequence identifying the question(s) to which
they refer. If a question does not apply to your project, indicate “Not Applicable

(NA).”

QUESTIONS
I. NEED

1. Describe the relationship of this proposal toward the implementation of the State
Health Plan and Tennessee’s Health: Guidelines for Growth.

FIVE PRINCIPLES FOR ACHIEVING BETTER HEALTH FROM THE
TENNESSEE STATE HEALTH PLAN:

1. Healthy Lives
The purpose of the State Health Plan is to improve the health of Tennesseans.

Every person’s health is the result of the interaction of individual behaviors, society,
the environment, economic factors, and our genetic endowment. The State Health
Plan serves to facilitate the collaboration of organizations and their ideas to help
address health at these many levels.

This appears to be a policy statement to which no response is required.
2. Access to Care

Every citizen should have reasonable access to health care.

12



Many elements impact one’s access to health care, including existing health status,
employment, income, geography, and culture. The State Health Plan can provide
standards for reasonable access, offer policy direction to improve access, and serve a
coordinating role to expand health care access.

The additional MRI unit at UTMC will improve access to health care and make MRI
imaging available in a more timely manner. Due to lack of capacity on the existing four
units, some MRI scans must be scheduled late into the evening.

3. Economic Efficiencies

The state's health care resources should be developed to address the needs of
Tennesseans while encouraging competitive markets, economic efficiencies and the
continued development of the state's health care system. The State Health Plan
should work to identify opportunities to improve the efficiency of the state’s health
care system and to encourage innovation and competition.

The additional MRI unit at UTMC will facilitate the delivery of MRI imaging services in
a more efficient and timely manner.

4. Quality of Care

Every citizen should have confidence that the quality of health care is continually
monitored and standards are adhered to by health care providers. Health care
providers are held to certain professional standards by the state’s licensure system.
Many health care stakzholders are working to improve their quality of care through
adoption of best practices and data-driven evaluation.

UTMC is accredited by the Joint Commission. It is in good standing with the Joint
Commission and with the Tennessee Board for Licensing Health Care Facilities.

5. Health Care Workforce

The state should support the development, recruitment, and retention of a sufficient
and quality health care workforce. The state should consider developing a
comprehensive approach to ensure the existence of a sufficient, qualified health care
workforce, taking into account issues regarding the number of providers at all levels
and in all specialty and focus areas, the number of professionals in teaching
positions, the capacity of medical, nursing, allied health and other educational
institutions, state and federal laws and regulations impacting capacity programs,
and funding,.

The additional MRI unit at UTMC will have no significant impact on the work force.
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a. Please provide a response to each criterion and standard in Certificate of
Need Categories that are applicable to the proposed project. Do not
provide responses to General Criteria and Standards (pages 6-9) here.

MRI STANDARDS AND CRITERIA FROM STATE HEALTH PLAN

I. Utilization Standards for non-Specialty MRI Units.

a. An aapplicant proposing a new non-Specialty stationary MRI service
should project a minimum of at least 2160 MRI procedures in the first year
of service, building to a minimum of 2520 procedures per year by the second
year of service, and building to a minimum of 2880 procedures per year
by the third year of service and for every year thereafter.

The applicant projects 3,930 scans on the new unit in Year 1, and 4,087 in Year 2.

b. Providers proposing a new non-Specialty mobile MRI service should
project a minimum of at least 360 mobile MRI procedures in the first year of
service per day of operation per week, building to an annual minimum of 420
procedures per day of operation per week by the second year of service,
and building to a minimum of 480 procedures per day of operation per
week by the third year of service and for every year thereafter.

N/A

c. An exception to the standard number of procedures may occur as new or
improved technology and equipment or new diagnostic applications for MRI
units are developed. An applicant must demonstrate that the proposed unit
offers a unique and necessary technology for the provision of health care
services in the Service Area.

N/A

d. Mobile MRI units shall not be subject to the need standard in
paragraph 1 b if fewer than 150 days of service per year are provided
at a given location. However, the applicant must demonstrate that existing
services in the applicant's Service Area are not adequate and/or that there
are special circumstances that require these additional services.

N/A

e. Hybrid MRI Units. The HSDA may evaluate a CON application for
an MRI "hybrid " Unit (an MRI Unit that is combined/utilized with
another medical equipment such as a megavoltage radiation thera.py unit or a
positron emission tomography unit) based on the primary purposes of the Unit.

14



N/A

2. Access to MRI Units. All applicants for any proposed new MRI Unit
should document that the proposed location is accessible to approximately
75% of the Service Area's population. Applications that include non-
Tennessee counties in their proposed Service Areas should provide evidence
of the number of existing MRI units that service the non-- Tennessee counties
and the impact on MRI unit utilization in the non-Tennessee counties, including
the specific location of those units located in the non-Tennessee counties, their
utilization rates, and their capacity (if that data are available).

The six county primary service area accounted for approximately 76.5% of the
patients receiving MRI scans at UTMC in 2014,

3. Economic Efficiencies. All applicants for any proposed new MRI Unit
should document that alternative shared services and lower cost
technology applications have been investigated and found less
advantageous in terms of accessibility, availability, continuity, cost, and
quality of care.

Sharing arrangements are not practical or desirable in light of the overwhelming
volume of MRI scans being performed at UTMC. No lower cost alternative such as
a lower field magnet strength or a refurbished unit would meet the needs of UTMC
and its patients.

4. Need Standard for non-Specialty MRI Units.

A need likely exists for one additional non-Specialty MRI unit in a Service
Area when the combined average utilization of existing MRI service
providers is at or above 80% of the total capacity of 3600 procedures, or 2880
procedures, during the most recent twelve- month period reflected in the
provider medical equipment report maintained by the HSDA. The total
capacity per MRI unit is based upon the following formula:

Stationary MRI Units: 1.20 procedures per hour x twelve hours per day x
5 days per week x 50 weeks per year= 3,600 procedures per year.

There is clearly a need for an additional MRI unit at UTMC despite the fact not all
units in the service area are operating at or above the threshold. The four existing
MRI units at UTMC are operating at substantially above the need threshold:

Year Total Scans  Scans per Unit  Need Threshold % of Threshold

2015%* 19,651 4,913 2,880 170%

2014 18,250 4,563 2,880 158%
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2013 16,453 4,113 2,880 143%
2012 17,557 4,389 2,880 152%
* Annualized through July, 2015.

Mobile MRI Units: Twelve (12) procedures per day x days per week in
operation x 50 weeks per year. For each day of operation per week, the
optimal efficiency is 480 procedures per year, or 80 percent of the total
capacity of 600 procedures per year.

N/A
[Standards 5 and 6 are not applicable. This is not a "Specialty" MRI]

7. Patient Safety and Quality of Care. The applicant shall provide
evidence that any proposed MRI Unit is safe and effective for its proposed
use.

a. The United States Food and Drug Administration (FDA) must certify
the proposed MRI Unit for clinical use.

The proposed MRI unit is certified for clinical use by the FDA. A copy of the FDA
approval letter is attached as Attachment B, II, E, 1, a.

b. The applicant should demonstrate that the proposed MRI Procedures
will be offered in a physical environment that conforms to applicable federal
standards, manufacturer's specifications, and licensing agencies' requirements.

A letter from the project architect attesting to this is attached as Attachment C, I,
Need, Guidelines, (1).

¢. The applicant should demonstrate how emergencies within the MRI Unit
facility will be managed in conformity with accepted medical practice

A copy of UTMC's MRI emergency protocol is attached as Attachment C, I, Need.,
Guidelines, (2).

d. The applicant should establish protocols that assure that all MRI
Procedures performed are medically necessary and will not unnecessarily
duplicate other services.

A copy of UTMC's MRI medical necessity protocol is attached as Attachment C, I,
Need, Guidelines, (3).

e. An applicant proposing to acquire any MRI Unit or institute any
MRI service, including Dedicated Breast and Extremity MRI Units, shall
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demonstrate that it meets or is prepared to meet the staffing recommendations
and requirements set forth by the American College of Radiology, including
staff education and training programs.

The MRI Department at UTMC currently meets the staffing requirements of the ACR
and will continue to meet those requirements with the proposed new MRI unit.

f. All applicants shall commit to obtain accreditation from the Joint
Commission, the American  College of Radiology, or a comparable
accreditation authority for MRI within two years following operation of the
proposed MRI Unit.

The existing MRIs are ACR accredited, and the new MRI unit will likewise be so
accredited.

g. All applicants should seek and document emergency transfer agreements
with local area hospitals, as appropriate. An applicant's arrangements with its
physician medical director must specify that said physician be an active
member of the subject transfer agreement hospital medical staff.

UTMC is a tertiary regional referral hospital with a Level I Trauma Center. Such a
transfer agreement is not necessary.

8. The applicant should provide assurances that it will submit data in a
timely fashion as requested by the HSDA to maintain the HSDA Equipment
Registry.

UTMC will do so, as it does with its existing four MRI units.

9. In light of Rule 0720-11.01, which lists the factors concerning need
on which an application may be evaluated , and Principle No. 2 in the State
Health Plan, "Every citizen should have reasonable access to health care," the
HSDA may decide to give special consideration to an applicant:

a. Who is offering the service in a medically underserved area as
designated by the United States Health Resources and Services
Administration;

PSA County MUA
Knox Parts
Blount Parts
Jefferson Yes
Loudon Yes
Monroe Yes
Sevier Parts

17



b. Who is a "safety net hospital" or a "children's hospital" as defined by the
Bureau of TennCare Essential Access Hospital payment program; or

UTMC is designated a safety net hospital under the TennCare Essential Access
program.

c¢. Who provides a written commitment of intention to contract with at
least one TennCare MCO and, if providing adult services, to participate
in the Medicare program; or

UTMC contracts with all TennCare MCOs operating in the area.

d. Who is proposing to use the MRI unit for patients that typically
require longer preparation and scanning times (e.g., pediatric, special
needs, sedated, and contrast agent wuse patients). The applicant shall
provide in its application information supporting the additional time required
per scan and the impact on the need standard.

N/A
[END OF RESPONSES TO STATE HEALTH PLAN]

b. Applications that include a Change of Site for a health care institution,
provide a response to General Criterion and Standards (4)(a-c)

N/A.

2. Describe the relationship of this project to the applicant facility’s long-range
development plans, if any.

The additional MRI is not directly related to any long-range development plans of
UTMC.

3. Identify the proposed service area and justify the reasonableness of that
proposed area. Submit a county level map including the State of Tennessee
clearly marked to reflect the service area. Please submit the map on 8 1/2” x 11”

The primary service area for the MRI service at UTMC consists of Knox, Blount,
Sevier, Jefferson, Monroe and Loudon counties. Residents of these 6 counties make
up approximately 76.5% of the patients receiving MRI scans at UTMC.

A map of the service area is attached as Attachment C, I, Need, 3.

4. A. Describe the demographics of the population to be served by this proposal.

18



A table reflecting the current and projected population and some key demographics of
the service area is attached as Attachment C, [, Need, 4.

B. Describe the special needs of the service area population, including health
disparities, the accessibility to consumers, particularly the elderly, women, racial
and ethnic minorities, and low-income groups. Document how the business plans
of the facility will take into consideration the special needs of the service area
population.

The Population and Demographics of the Service Area table attached as Attachment
C, I, Need, 4 indicate no significant special needs of the service area population. A
few notes of interest are:

The 65+ population as a percentage of total population is higher than the state as a
whole in 2015 (20% compared to 15.6%).

The projected 65+ population as a percentage of total projected population is slightly
higher than the state as a whole in 2019 (18.8% compared to 17.3%).

The total population is projected to grow at a slightly faster rate than the state as a
whole 2015-2019 (5.3% compared to 4.5%).

The service area has a lower TennCare enrollment as a percentage of total population
than the state as a whole (17.6% compared to 21.5%).

UTMC plays a vital role in serving the needs of an area much larger than the MRI
service area. UTMC is an academic, tertiary regional referral hospital. It has a Level
I Trauma Center, and a Level III NICU, among many other specialty health care
services.

. Describe the existing or certified services, including approved but
unimplemented CONs, of similar institutions in the service area. Include
utilization and/or occupancy trends for each of the most recent three years of
data available for this type of project. Be certain to list each institution and its
utilization and/or occupancy individually. Inpatient bed projects must include
the following data: admissions or discharges, patient days, and occupancy.
Other projects should wuse the most appropriate measures, e.g., cases,
procedures, visits, admissions, etc.

There are 35 MRI units operating in the six county PSA. Utilization data for all MRI
providers for 2012-2014, from the HSDA Medical Equipment Registry, is attached
as Attachment C, I, Need, 5. The utilization trends may be summarized as follows:

The total number of MRI scans increased from 96,917 scans in 2012 to 98,074 in
2014, an increase of 1.2%. The total number of scans at UTMC increased from
17,557 in 2012 to 18,250 in 2014, an increase of 4%.
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The number of scans per unit decreased from 1,993 in 2012 to 1,813 in 2014, a
change of -9%. This is due to the fact that two additional units apparently came into
service in 2014 (East Tennessee Medical Group and Ortho Tennessee Imaging Fort
Sanders West). If the same number of MRI units that were in use in 2013 (33) is
considered instead of the 35 that were in use in 2014, there would have been an
average of 2,972 scans per unit in 2014. The number of scans per unit at UTMC
increased from 4,389 in 2012 to 4,563 in 2014, an increase of 4%.

In 2013 the total number of scans both area-wide and at UTMC declined from the
previous year. There is no reason known to the applicant for the decline, and the
numbers increased again in 2014 over those of 2012.

Provide applicable utilization and/or occupancy statistics for your institution for
each of the past three (3) years and the projected annual utilization for each of
the two (2) years following completion of the project. Additionally, provide the
details regarding the methodology used to project utilization. The methodology
must include detailed calculations or documentation from referral sources, and
identification of all assumptions.

Historical MRI Utilization:

2012: 17,557 scans
2013: 16,453 scans
2014 18,250 scans

Projected MRI Utilization (5 Units);

Year 1: 19,651 scans
Year2: 20,437 scans

Projected MRI Utilization (New Unit):

Year1: 3,930
Year2: 4,087

The projected total scans for Year 1 is equal to the annualized 2015 volume at
UTMC. The projected number of total scans for Year 2 assumes a 4% growth rate
from Year 1, which is the historical MRI growth rate at UTMC 2012-2014.

The projected scans for the proposed new unit in Year 1 equals the total projected

scans divided by 5. The projected scans for Year 2 assumes a 4% historical MRI
growth rate.
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II. ECONOMIC FEASIBILITY

1. Provide the cost of the project by completing the Project Costs Chart on the
following page. Justify the cost of the project.

o All projects should have a project cost of at least $3,000 on Line F.
(Minimum CON Filing Fee). CON filing fee should be calculated
from Line D. (See Application Instructions for Filing Fee)

e The cost of any lease (building, land, and/or equipment) should be
based on fair market value or the total amount of the lease payments
over the initial term of the lease, whichever is greater. Note: This
applies to all equipment leases including by procedure or “per click”
arrangements. The methodology used to determine the total lease cost
for a "per click" arrangement must include, at a minimum, the
projected procedures, the "per click' rate and the term of the lease.

o The cost for fixed and moveable equipment includes, but is not
necessarily limited to, maintenance agreements covering the expected
useful life of the equipment; federal, state, and local taxes and other
government assessments; and installation charges, excluding capital
expenditures for physical plant renovation or in-wall shielding, which
should be included under construction costs or incorporated in a
facility lease.

For projects that include new construction, modification, and/or renovation;
documentation must be provided from a contractor and/or architect that support
the estimated construction costs.

The Project Costs Chart is attached on the following page.

A letter from the project architect is attached as Attachment C, II, Economic Feasibility,
1.

21



PROJECT COSTS CHART

Construction and equipment acquired by purchase:

1. Architectural and Engineering Fees $ 88,546

2. Legal, Administrative, Consultant Fees $30,000

3. Acquisition of Site

4. Preparation of Site

5. Construction Costs $ 1,106,824
6. Contingency Fund $ 166,024
7. Fixed Equipment (Not included in $ 1611,686

Construction Contract)

8. Moveable Equipment (List all

equipment over $50,000.00)

9. Other (Specify) 5-year Service Contract 3 647,620

Acquisition by gift donation, or lease:

1. Facility (Inclusive of building and land) $ -
2. Building Only $ -
3. Land Only $ 2
4. Equipment (Specify) $ B
5. Other (Specify) $ -

Financing Costs and Fees:

1. Interim Financing $ -
2. Underwriting Costs $ -
3. Reserve for One Year's Debt Service $ -
4. Other (Specify) $ 5
Estimated Project Cost $ 3,650,700
(A+B+C)

CON Filing Fee $ 8,214.07
Total Estimated Project Cost $ 3,658,914.07
(D & E)

TOTAL $ 3,658,914.07
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2. Identify the funding sources for this project.

a. Please check the applicable item(s) below and briefly summarize how the
project will be financed. (Documentation for the type of funding MUST be
inserted at the end of the application, in the correct alpha/numeric order and
identified as Attachment C, Economic F easibility-2.)

A.

Commercial loan--Letter from lending institution or guarantor stating favorable initial
contact, proposed loan amount, expected interest rates, anticipated term of the loan,
and any restrictions or conditions;

Tax-exempt bonds--Copy of preliminary resolution or a letter from the issuing
authority stating favorable initial contact and a conditional agreement from an
underwriter or investment banker to proceed with the issuance;

General obligation bonds—Copy of resolution from issuing authority or minutes from
the appropriate meeting.

Grants--Notification of intent form for grant application or notice of grant award; or
Cash Reserves--Appropriate documentation from Chief Financial Officer.

A funding letter is attached as Attachment C, 11, Economic Feasibility, 2.

Other—Identify and document funding from all other sources.

3. Discuss and document the reasonableness of the proposed project costs. If
applicable, compare the cost per square foot of construction to similar projects
recently approved by the Health Services and Development Agency.

The equipment cost is $2,259,306 including the maintenance agreement. The
purchase was negotiated at arms-length among experienced business people, and the
cost is reasonable.

The estimated construction cost is $1,106,824. For the 1,229 square foot addition, this is
$900.59 per square foot. While this is substantially higher than the 3™ Quartile of
approved costs for hospital construction projects, there are valid reasons for this
discrepancy. The primary reason is the fact the square footage is so small there are no
economies of scale. In addition, the complexity of construction for a MRI vault is much
higher than for many other types of hospital construction. Due to lack of available pace,
UTMC has no alternative to this small scale, higher-than-average cost proposal. A letter
from the project architect attesting to the reasonableness of the estimated construction
costs is attached as Attachment C, II. Economic Feasibility, 1.
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The approved construction costs chart is reflected below.

Hospital Construction Cost Per Square Foot

Years: 2012 - 2014 New Total

Renovated Construction Construction
Construction

1st Quartile $110.98/sq ft $224.09/sq ft $156.78/sq ft
Median $192.46/sq ft $259.66/sq ft $227.88/sq ft
3rd Quartile $297.82/sq ft $296.52/sq ft $298.66/sq ft

Complete Historical and Projected Data Charts on the following two pages--Do
not modify the Charts provided or submit Chart substitutions! Historical Data
Chart represents revenue and expense information for the last three (3) years for
which complete data is available for the institution. Projected Data Chart
requests information for the two (2) years following the completion of this
proposal. Projected Data Chart should reflect revenue and expense projections
for the Proposal Only (i.e., if the application is for additional beds, include
anticipated revenue from the proposed beds only, not from all beds in the
facility).

Attached on the following pages are:

A Historical Data Chart for UTMC.

A Historical Data Chart for the MRI Department.
A Projected Data Chart for the MRI Department.

A Projected Data Chart for the proposed new MRI unit.
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HISTORICAL DATA CHART (Whole Hospital)

Give information for the last three (3) years for which complete data are available for the facility or agency.

Utilization/Occupancy Data

Patient Days
Admissions

Revenue from Services to Patients

1. Inpatient Services

2. Outpatient Services

3. Emergency Services

4. Other Operating Revenue
Specify: (See attached)

Gross Operating Revenue
Deductions from Operating Revenue

1. Contract Deductions

2. Provision for Charity Care
3. Provision for Bad Debt
Total Deductions

NET OPERATING REVENUE

D.

Operating Expenses

Salaries and Wages
Physicians' Salaries and Wages
Supplies
Taxes
. Depreciation
Rent
. Interest, other than Capital
Management Fees:

a. Fees to Affiliates

b. Fees to Non-Alffiliates
9. Other Expenses
Specify: See Attached.

©OND oA NS

Total Operating Expenses

Other Revenue (Expenses)--Net
Specify: See Attached

NET OPERATING INCOME (LOSS)

F.

Capital Expenditures

1. Retirement of Principal
2. Interest

Total Capital Expenditures

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES
NOI LESS CAPITAL EXPENDITURES

25

Year: Year: Year:

| 2014 | | 2013 | [ 2012 |

152,983 145,140 140,304

27,933 27,179 26,236
$1,117,369,349 $1,034,322,749 $937,230,432
$1,234,057,900 $1,018,516,185 $870,308,063
$104,486,587 $92,401,748 $80,512,914
$41,150,773 $36,292,682 $36,995,697
$2,497,064,609 $2,181,533,364 $1,925,047,106

$1,683,949,242

$1,441,202,952

$1,261,043,683

$47,361,935

$49,563,762

$30,743,462

$69,116.314

$62,179,073

$61,153,134

$1.800,427,491

$1,562,945,777

$1,352,940,179

$696,637.118 $628,587,587 $572,106,927
$240,5661,536 $226,210,720 $216,440,445
$51,393,190 $46,764,821 $39,500,656
$181,299,368 $164,820,110 $139,559,061
$255,794 $228,252 $252,680
$28,142,259 $25,931,840 $24,490,737
$7,998,416 $7.412,191 $6,156,839
$5,696 $6.,280 $4,533

$0 $0 $0

$0 $0 $0
$161.792,556 $140,100,486 $129,207,515
$671,448,815 $611.,474,700 $555,612,466
$11,914,593 $3,892,291 $15,561,176
$37,102,896 $21,005,178 $32,055,637
$13,422,817 $10,998,099 $11,339,053
$12,092,391 $12,270,742 $12,214,135
$25,515,208 $23,268,841 $23,553,188
$37,102,896 $21,005,178 $32,055,637
$25,515,208 $23,268,841 $23,553,188
$11.587,688 $2,263,663 $8,502,449




OTHER OPERATING REVENUE

OTH REV DRUGS

OTH REV COIN OF MACHINES

OTH REV MISC NON PAT

OTH REV MEDICAL RECORDS

OTH REV CLIN PASTORAL ED FEES

OTH REV TELEPHONE SERVICES

OTH REV LAUNDRY SUPPLIES

OTHREV FITNESS

OTH REV UNRESTRICTED INVEST

OTH REV PHYSICIANS MEALS

OTH REV NUTR & FOOD SPEC FUNG
OTH REV CARDIAC REHAB PHS Il

OTH REV RADIOLOGY TUITION FEE
OTH REV NUC MED TUITION FEE

OTH REV LAUNDRY SERVICES

OTH REV BABY PICTURES

OTH REV UNRESTRD INVEST-UHS

OTH REV SCRAP METAL SALES

OTH REV I/C HEMOPHILIA

OTH REV EMPLOYEE |D BADGES

OTH REV AUDIO-VISUAL SERVICES

OTH REV TRANSCRIPTION SERV

OTH REV NURSING EDUCATION FD

OTH REV CANCER CTR UTILIZATION
OTH REV MATLS SUPPLIES-TAXED

OTH REV MATLS SUPPLIES-NONTAXD
OTH REV DUPLICATION SERVICES

OTH REV MISC

OTH REV PMG ADMIN

OTH REV MED TECH TUITION

OTH REV DYNACARE SUPPLIES

OTH REV MISCELLANEQUS LAB

OTH REV DYNACARE PERSONNEL SVC
OTH REV I/C SUSAN G KOMEN FON

OTH REV EQUITY IN EARN-DYNACAR
OTH REV NETWORK USAGE FEES

OTH REV I/C WAKE FOREST

OTH REY REHAB SUPPLIES

OTH REV CHEMO MIXING

OTH REV AUDIOLOGY SUPPLIES

OTH REV PHYSICAL THER SUPPLIES
OTH REV MORRSTN PATHO SALARIES
OTH REV TAX EXEMPT SPEC FUNCT
OTH REV REHAR SUPPLIES

OTH REV CHILDBIRTH EDUCATION

OTH REV I/C AVON BREAST CARE

OTH REV PRIVATE PARKING

OTH REV SALES TAX EXEMPT FRKG
OTH REV EQUITY IN EARN-UASG

OTH REV NEEDLESTICKS

OTH REV SPEECH LANGUAGE LESSON
OTH REV ALUMNI VERIF/CERTF FEE
OTH REV PREMIER ACCESS WARRANTY £
OTH REV BREAST PUMP RENTAL

OTH REV LACTATION SUPFLIES

OTH REV SPACE RENT

OTH REV MISC SERVICES

OTH REV COOKING CLASS REGISTRATION
OTH REV SURG TRAINING PROG TUITION
OTH REV UASC MED RECORD STORAGE
OTH REV UASC RISK MGT/COMPLIANCE
OTH REV MED TECH TUITION

OTH REV EQUITY IN EARN PREMIER
OTH REV UT HOME HEALTH )

OTH REV EHR INCENTIVE-MEDICARE
OTH REV EHR INCENTIVE-MEDICAID
OTH REV EHR INCENTIVE-PHYSICIANS
OTH REV WOUND CARE CENTER

OTH REV UNIVERSITY ANESTHESIOLOGY
OTH REY TRAUMA SV NET RECPTS
OTH REV CE NURSE TRAINING TUITION
OTH REV BLOUNT THORACIC SURGICAL £
OTH REV INTEREST UPA PHONE LEASE
OTH REV CANGER INSTITUTE INT HLTH
OTH REV SRNA UNIV ANESTH SUPPORT
OTH REV CONTRACT PHARMACIES

OTH REV INTEREST UPA PHONE TRAININ:
OTH REV DEVELOPMENT OFFICE EVENTS
OTH REV AM EXP SIGNING BONUS

OTH REV UNIVERSITY PHARMACY
CUNTRACT REVENUE-OTHER

NONPAT REV RESTAURANT

NONPAT REV GSM MOB RENT

MONPAT REV PARKING

2014

8825
164,415
47,784
30,408
5,350
282,370
7,063
118,574
0
75,298
76,439
44,484
67,676
(1]

7,207
4,482

6

0

0

1402

0
69,611
20,776
87,731
2175
25,668
5,623

o}
15,780
12,367
0
25,252
2,790,884
0

B8, 278
25,002
]

1,104

0
126,178
2,830

0

110,089
2,267
21,640
0
30,018
6,244

0

7,852

0

0
2,100
40,045
2,213
7,200
14,491
2,761
0
0
0
84,976
282,530
478,111
765,437
147,560
406,90
265
0
2,870
2,167
4]
5,228
57,250
50,000
5,818,071
382
2,400
15,000
2,143,131
126,171
48,460
866,378
957,136

2013

66,843
160,625
39,773
24,656
4,960
274,807
8,349
118,070

0
74,525
90,585
52,426
68,170
0
10,191
6,201
106
1,296
0
1,850
80
84,113
25,690
102,582
37,840
17,219
3,667
20,239
46,642

0

0
133,368
3,216,099
412
557,914
26,292
21
1677
5,451
177,497
5,080

0
102,990
3,844
17,470
0

40,193
5,520

0

4,396
725

140

675
51,072
3,053

0

0

2,534
2,917

0

0
88,050
1,056,242
464,639
1,390,055
762,399
768,020
0

0
21,399
278
228,806
5,811
50,047
50,000
0

0

0

0
176,485
150,186

0
643,652
907,288

26

2012

100,038
169,258
50,655
29,244
7,920
297,054
7.593
118,914
3
69,747
72,329
55,656
59,010
0

7,826
5,655

76,809
2,462
650,675
2,176,568
1,143,598
631,481
0

0
24,956
4,667
214,301
604

cOoO0DO0 OO0

392,712

0
647,777
943,569



NONFAT REV HALLS MEDICAL OFF
NONPAT REV HOSPITAL SPACE

NONPAT REV GSM IS SERVICES

NONPAT REV GSM TELECOMM SVC
NONPAT REV LAFOLLETTE SPACE
NONPAT REV BLDG LEASE DYNACARE
NONPAT REV DYNACARE COMP SVCS
NONPAT REV DYNACARE BIOMED SVC
NONPAT REV GSM BIOMED SVC

NONPAT REV BIOMED OTHER

NONPAT REV GSM DEVELOP OFFICE
NONPAT REV IS SVCS - KCVG

NONPAT REV CRNA PRSNL SERVICES
NONPAT REV FINANCE CHARGE

NONPAT REV LAFOLLETTE MED PLAZ
NONPAT REV NORTHSHORE MED PLAZ
NONPAT REV SEVIERVILLE MED PLA
NONPAT REV CRNA INSURANCE

NONPAT REV COMPUTER SERV UPA
NONPAT REV CORP WELI.NESS PROGRA!
NONPAT REV MOB A

NONPAT REV MOB B

NONPAT REV MOB C

NONPAT REV MOB D

NONPAT REV MOB E

NONPAT REV CTB

NONPAT REV SMOOTHED LEASE RECEIP”
NONPAT REV NNP INSURANCE LIABILITY
NONPAT REV HIGH RISK OB GROUP
NONPAT REV CANCER INSTITUTE RENT
NONPAT REV PHONE LEASE UPA
NONPAT REV MEADOWS&OHLY CONTRIB
NONPAT REV TURKEY CREEK MEDICAL P
NONPAT REV LHC PERSONNEL SVC
NONPAT REV PARK UTCOLLPHARM
NONPAT REV UT COLL PHARM OPERATIN
NONPAT REV UT COLL PHAR RENT
NONPAT REV UASC PAIN EQ

NONPAT REV OP DIAG CTR-TURKEY CREI
NONPAT REV MED-TRANS FACILITIES
NONPAT REV MED-TRANS MED CREW SR
NONPAT REV MED-TRANS PROF SRV
NONPAT REV MED-TRANS MSC MED CRE!
NONPAT REV MED-TRANS MED DIRECTOF
NONPAT REV MED-TRANS COMMUNICAT I+
NONPAT REV MED-TRANS PROGRAM DIRI
NONPAT REV MED-TRANS DISP SUPPLIEE
NONPAT REV MED-TRANS PHONE/BEEP
NONPAT REV BIOMARKER FACILITY RENT
NONPAT REV BIOMARKER FACILITY UTILI
NONPAT REV SEWER EASEMENT CANCEF
NONPAT REV GROUND LEASE CANCER Ih
NONPAT REV WEBMD UTILIZATION
NONPAT REV BORROWED FDS 07
DISPOSAL, CAPITAL LEASES

DISPOSAL, EQUIPMENT

DISPOSAL, RECOVERIES

DONATIONS, RECEIVED GIFTS

AWARDS, RECEIVED GRANTS
DONATIONS, TRANSFERS TO TEMP REST
DONATIONS, RECEIVED IN-KIND
RELEASED FROM RESTRICTIONS-OPERA’
RELEASED FROM RESTRICTIONS-CAPITA
CONTRIBUTIONS USED TO PURCHASE EC

44,541
1,764,928
135,588
199,601
180,708
671,855
406,366
35,964
0

0
473,688
58,208
8,118,184
416
1,015
18,080
84,748
224,879
117,689
146,171
420,113
904,522
892,132
8,642
663,158
26,980
27,557
0

10,987
125,653
0
30,000
20,489
550,254
12,779
159,986
197,901
0

0
85,000
3,148,609
32,056
33,333
61,128
337,689
148,316
72,123
860
19,735

990,646
1,904,039
10,551

0

555,512
1,686,103
1,497 958

41,150,773

51,596
1,745,227
135,588
206,923
179,217
648,018
383,211
34,876
5,785

0
488,688
55,436
7,524,001
363

0
20,657
77,251
199,844
111,247
136,058
415,303
864,837
1,190,587
8,258
807,833
26,189
58,174
0
10,464
65,096
4,720
30,000
8,784
692,791
13,185
150,067
197,901
0

0
85,000
3,034,518
32,056
333,333
64,193
367,781
146,303
33,389
184
3,662
14,198
3,618
15,407
34,390
0

0

1,717,485
1,922,084

36,292,682

1,497
0

0
73,113
201,096
107,782
120,851
404,334
887,205
1,252,833
61,092
954,251
25,060
38,035

0
10,414

197,901
0

0
85,000
2,891,462
32,056
33,333
58,579
593,478
137,991
44,297

0

41,542
34,480
1,200
13,500
238,560

2

20,639
53,491
1,228
3,017,091
3,399,516
1,563,545
0

591,533
1,812,199
3,606,812

36,995,697
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OTHER EXPENSES 2014

Purchased Services 101,838,442
Graduate Medical Education Reimbursement 32,726,269
Insurance 12,425,394
Maintenance and Utility 14,309,661
Other Expenses 492 790

161,792,556

28

2013

86,847,562
31,806,637

6,644,783
14,033,136

768,368

140,100,486

2012

76,399,010
31,120,692

6,917,679
13,789,116

081,018

129,207,515



OTHER REVENUE (EXPENSES)-NET

Contributions used for purchase of property and equipment
Investment Income

Change in Fair Value of Interest Rate Swap

Unrealized Gain (Losses)

TOTAL OTHER REVENUE - NET

29

2014

1,497,958
3,448,501
5,215,696

1,762,438

11,914,593

2013

1,922,004
3,464,115
(3,929,172)

2,435,254

3,892,291

2012

3,606,812
5,049,548
3,995,761

2,909,055

15561176



HISTORICAL DATA CHART

A. Utilization/Occupancy Data (CPTs)
B. Revenue from Services to Patients

Inpatient Services
Outpatient Services
Emergency Services
Other Operating Revenue

Specify:

Powbd=

Gross Operating Revenue

C. Deductions from Operating Revenue

1. Contract Deductions

2. Provision for Charity Care
3. Provision for Bad Debt
Total Deductions

NET OPERATING REVENUE
D. Operating Expenses
Salaries and Wages

Supplies
Taxes
Depreciation
Rent
Interest, other than Capital
Management Fees:
a. Fees to Affiliates
b. Fees to Non-Alffiliates
. Other Expenses
Specify: See Sheet 2

NG ON =

o

Physicians' Salaries and Wages

Total Operating Expenses

E. Other Revenue (Expenses)--Net
Specify:

NET OPERATING INCOME (LOSS)

F. Capital Expenditures
1. Retirement of Principal
2. Interest
Total Capital Expenditures

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES
NOI LESS CAPITAL EXPENDITURES

2014 2013 2012
18,250 16,453 17,657
$10,804,036 $10,835,731 $10,837,034
$54,840,589 $48,314,072  $51,769,036
$65,644,625 $59,149,803 $62,606,070
$54,898,977 $48,715,032 $50,797,267
$1,544,062 $1,675,336 $1,238,406
$2,253,283 $2,101,755 $2,463,366
$58,696,322 $52,492,124  $54,499,039
$6,948,303 $6,657,679 $8,107,031
$939,873 $846,112 $839,580
$453,959 $322,711 $278,850
$963,702 $959,433 $503,215
$6,087 $7.032 $8,036
$2,363,621 $2,135,288 $1,629,681
$4,584,682 $4,522,391 $6,477,350
$0 $0 $0
$4,584,682 $4,522,391 $6,477,350
$0 $0 $0
$4,5684,682 $4,522,391 $6,477,350
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[ 2014 2013 2012
075138 SERVICES, OTHER $130 $240 :
075160 SERVICES, COMMUN, POSTAGE/FRGT $552 $761 $214

‘075162 SERVICES, COMMUN, PHONE/BEEPER $2,447 $2,412 $2,641
075168 SERVICES, COMMUNICATION, OTHER $318 $1,173
075180 SERVICES, MKTG, PUBLICITY ~ $575 $594 $1,207
075200 PRINTING - $1,108 $614 $1,229
075224 TRAVEL/TRANS, ENTERTAINMENT $61 $26
080111 RENT, COPY MACHINE $1,214 $928 $840
080298 MAINT, OTHER $1,061] $732
087995 OTHER OPERATING, CASH LOST/STO $78

$6,087 $7,032|  $8,036
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PROJECTED DATA CHART

MRI Dept.

Give information for the two (2) years following completion of this proposal. The fiscal year begins in January.

A. Utilization/Occupancy Data (CPTs)

B. Revenue from Services to Patients

1.
2.
3.
4. Other Operating Revenue (Specify)

C. Deductions from Operating Revenue

1.
2.
3.

Inpatient Services
Outpatient Services
Emergency Services

Gross Operating Revenue

Contractual Adjustments
Provisions for Charity Care
Provisions for Bad Debt

NET OPERATING REVENUE

D. Operating Expenses

9.

® NN =

Salaries and Wages
Physicians' Salaries and Wages
Supplies

Taxes

Depreciation

Rent

Interest, other than Capital
Management Fees:

a. Fees to Affiliates

b. Fees to Non-Affiliates
Other Expenses

Specify: See "Other Expenses" tab

Total Operating Expenses

E. Other Revenue (Expenses)--Net

Specify:

NET OPERATING INCOME (LOSS)

F. Capital Expenditures

1.
2.

Retirement of Principal
Interest

Total Capital Expenditures

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES
NOI LESS CAPITAL EXPENDITURES

Total Deductions

32

Year 1 Year 2

19,651 20,437
) 12,950,400 $ 13,468,416
$ 57,544,974  $ 59,846,773

$ $
$ $

$ 70,495,374  $ 73,315,189
$ 58955281 $ 61,328,156
$ 1601889 $ 1,832,880
$ 2467,338 % 2,639,347
$ 63,114,508 § 65,800,382
$ 7,380,866 7,514,807
$ 1,038,583 $ 1,088,890
$ 491275 $ 551,800
$ 53915 $ 53,232
$ 7860 % 8,175
$ 1,591,633 $ 1,702,097
$ 5789,232 % 5,812,710
$ - $ -
$ 5789,232 $ 5,812,710
$ - $ -
$ 5789232 $ 5,812,710




075738 SERVICES, OTHER

075160 SERVICES, COMMUN, POSTAGE/FRGT |

075162 SERVICES, COMMUN, PHONE/BEEPER

07150 SERVICES, MIKTG, PUBLICITY
075200 PRINTING

075224 TRAVEL/TRANS ENTERTAINVENT

080111 RENT, COPYMACHINE
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PROJECTED DATA CHART

New MRI Unit

Give information for the two (2) years following completion of this proposal. The fiscal year begins in January.

A. Utilization/Occupancy Data (CPTs)
B. Revenue from Services to Patients

. Inpatient Services
. Outpatient Services
. Emergency Services
. Other Operating Revenue (Specify)
Gross Operating Revenue

A ON -

C. Deductions from Operating Revenue

1. Contractual Adjustments
2. Provisions for Charity Care
3. Provisions for Bad Debt
Total Deductions

NET OPERATING REVENUE
D. Operating Expenses

Salaries and Wages
Physicians' Salaries and Wages
Supplies
Taxes
Depreciation
Rent
Interest, other than Capital
Management Fees:
a. Fees to Affiliates
b. Fees to Non-Affiliates
9. Other Expenses

Specify: See Sheet 2
Total Operating Expenses

ONO O BN =

E. Other Revenue (Expenses)--Net
Specify:

NET OPERATING INCOME (LOSS)
F. Capital Expenditures
1. Retirement of Principatl
2. Interest
Total Capital Expenditures
NET OPERATING INCOME (LOSS)

LESS CAPITAL EXPENDITURES
NOI LESS CAPITAL EXPENDITURES
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Year 1 Year 2

3,930 4,087
S 2,590,080 $ 2,693,683
$ 11,508,995 $ 11,969,355

$ $
$ $

$ 14,099,075 $ 14,663,038
$ 11,791,056 $ 12,265,631
$ 338,378 3 366,576
$ 493,468 $ 527,869
$ 12,622,902 $ 13,160,076
$ 1,476,173 $ 1,502,961
$ 236,822 $ 246,884
$ 98,255 $ 110,360
$ 29,774 $ 29,774
$ 1,572 $ 1,635
$ 366,423 $ 388,653
$ 1,109,750 $ 1,114,308
$ - $ -
3 1,109,750 3 1,114,308
$ - 8 -
$ 1,109,750 $ 1,114,308




Year 1 Year2 |

075138 SERVICES, OTHER - 34 35
075160 SERVICES, COMMUN, POSTAGE/FRGT 143 148
075162 SERVICES, COMMUN, PHONE/BEEPER 632 657
075180 SERVICES, MKTG, PUBLICITY 148 154
075200 PRINTING 286 298
075224 TRAVEL/TRANS, ENTERTAINMENT 16 16
| 080111 RENT, COPY MACHINE 314 326
N 1,572 1,635
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5. Please identify the project’s average gross charge, average deduction from

operating revenue, and average net charge.

Average Gross Charge:  $3,588 per scan
Average Deduction: $3,211.93 per scan
Average Net Charge: $375.62 per scan

6. A. Please provide the current and proposed charge schedules for the proposal.

Discuss any adjustment to current charges that will result from the
implementation of the proposal. Additionally, describe the anticipated revenue
from the proposed project and the impact on existing patient charges.

A Charge Master is attached as Attachment C, [I, Economic Feasibility, 6. These
represent current charges and proposed charges. This project will have no impact on
current charges. Anticipated revenues are reflected on the Projected Data Chart.

B. Compare the proposed charges to those of similar facilities in the service
area/adjoining service areas, or to proposed charges of projects recently
approved by the Health Services and Development Agency. If applicable,
compare the proposed charges of the project to the current Medicare allowable
fee schedule by common procedure terminology (CPT) code(s).

The average gross charges for the hospital-based MRIs in the PSA are reflected

below. The Medicare allowable fees are reflected on the Charge Master.

Avg.
County Provider Year g::s; T()Ctizfgz(;ss g:;sgse

per Scan
Blount Blount Memorial Hospital 2014 5768  $36,271,861.00  $6288.46
Jefferson Jefferson Memorial Hospital 2014 2253 $9,248,134.00  $4,104.81
Knox East Tennessee Children's Hospital 2014 2849 $6,519,216.00  $2288.25
Knox Fort Sanders Regional Medical Center 2014 7477 $15,534,870.00  $2.077.69
Knox Parkwest Medizal Center 2014 8037 $17,428,571.00 $2,168.54
Knox Physicians Regional Medical Center 2014 3913  $14,009,943.00 $3,580.36
Knox Turkey Creek Medical Center 2014 2408 $10,413,023.00 $4,324.35

The University of Tennessee Medical

Knox Center 2014 18250 $63,680,663.00  $3,489.35
Loudon Fort Loudoun Medical Center 2014 2055 $4,199,167.00  $2,043.39
Monroe Sweetwater Hospital Association 2014 2057  $14,553,000.00 §7,074.87
Sevier LeConte Medical Center 2014 4627 $9,471,584.00  $2,047.02

Source: HSDA Medical Equipment Registry 9/8/15
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10.

11.

Discuss how projected utilization rates will be sufficient to maintain cost-
effectiveness.

As reflected on the Projected Data Charts the projected utilization, which is
conservative because it based on the 2015 annualized volume, is sufficient to
generate a positive NOI in Year 1.

Discuss how financial viability will be ensured within two years; and
demonstrate the availability of sufficient cash flow until financial viability is
achieved.

As reflected on the Projected Data Charts, financial viability will be achieved in
Year 1.

Discuss the project’s participation in state and federal revenue programs
including a description of the extent to which Medicare, TennCare/Medicaid,
and medically indigent patients will be served by the project. In addition,
report the estimated dollar amount of revenue and percentage of total project
revenue anticipated from each of TennCare, Medicare, or other state and
federal sources for the proposal’s first year of operation.

UTMC participates in Medicare and TennCare, and is contracted with all TennCare
MCOs operating in the area.

The anticipated Medicare and TennCare revenues and payor mixes for Year 1 are
reflected below. This is based on the PDC for the proposed new MRI unit.

Program Mix Gross Revenue Net Revenue
Medicare: 39.7% $5,597.333 $586,041
TennCare 9% $1,268,917 $132,856

Provide copies of the balance sheet and income statement from the most recent
reporting period of the institution and the most recent audited financial
statements with accompanying notes, if applicable. For new projects, provide
financial information for the corporation, partnership, or principal parties
involved with the project. Copies must be inserted at the end of the
application, in the correct alpha-numeric order and labeled as Attachment C,
Economic Feasibility-10.

Copies of the audited financials with notes are attached as Attachment C, II.
Economic Feasibility, 10.

Describe all alternatives to this project which were considered and discuss the
advantages and disadvantages of each alternative including but not limited to:
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a. A discussion regarding the availability of less costly, more effective, and/or
more efficient alternative methods of providing the benefits intended by the
proposal. If development of such alternatives is not practicable, the
applicant should justify why not; including reasons as to why they were
rejected.

No such alternatives were identified. Lower cost alternatives such as a lower
field magnet strength or a refurbished unit would not meet the needs of UTMC
and its patients.

b. The applicant should document that consideration has been given to
alternatives to new construction, e.g, modernization or sharing
arrangements. It should be documented that superior alternatives have
been implemented to the maximum extent practicable.

Sharing arrangements are not practical or desirable in light of the overwhelming
volume of MRI scans being performed at UTMC. There is not adequate space
in the existing MRI Department in which to place the new MRI unit. It was
determined placing the new MRI unit at a different location on the campus
would be inefficient. There is no superior alternative to new construction.

(IIL.) CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH
CARE

1. List all existing health care providers (e.g., hospitals, nursing homes, home care
organizations, etc.), managed care organizations, alliances, and/or networks with
which the applicant currently has or plans to have contractual and/or working
relationships, e.g., transfer agreements, contractual agreements for health
services.

A list of health care providers with which UTMC has contractual or working
arrangements is attached as Attachment C, III, Orderly Development, 1.

2. Describe the positive and/or negative effects of the proposal on the health care
system. Please be sure to discuss any instances of duplication or competition
arising from your proposal including a description of the effect the proposal will
have on the utilization rates of existing providers in the service area of the
project.

This additional MRI unit will have a positive effect on UTMC and its patients by
making MRI services at UTMC accessible on a more timely basis. The additional
MRI unit does not represent duplication of services because UTMC is already a
provider of MRI services.
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This project will not have a negative impact on other MRI providers. The new MRI
unit will serve to decongest the exiting MRI units at UTMC and give additional
capacity for growth. It will not significantly affect any other provider's MRI volume.

Provide the current and/or anticipated staffing pattern for all employees
providing patient care for the project. This can be reported using FTEs for
these positions. Additionally, please compare the clinical staff salaries in the
proposal to prevailing wage patterns in the service area as published by the
Tennessee Department of Labor & Workforce Development and/or other
documented sources.

Current MRI Staffing FTEs Wage Median Wage
MRI Technologist 16.8 $26.91 $23.49

Proposed MRI Staffing (Net)

MRI Technologist 1.5 $26.91 $23.49

Discuss the availability of and accessibility to human resources required by the
proposal, including adequate professional staff, as per the Department of Health,
the Department of Mental Health and Developmental Disabilities, and/or the
Division of Mental Retardation Services licensing requirements.

The required additional 1.5 FTE MRI Technologist position will not be difficult to
611, UTMC will comply with all staffing recommendations or requirements of the
American College of Radiology and any licensing or accrediting agencies.

Verify that the applicant has reviewed and understands all licensing certification
as required by the State of Tennessee for medical/clinical staff. These include,
without limitation, regulations concerning physician supervision, credentialing,
admission privileges, quality assurance policies and programs, utilization review
policies and programs, record keeping, and staff education.

The executive and clinical leadership at UTMC understand all of the foregoing and
will maintain compliance with the same.

Discuss your health care institution’s participation in the training of students in

the areas of medicine, nursing, social work, etc. (e.g., internships, residencies,
etc.).

UTMC has a total of 217 Residents and Fellows (physicians in advanced training)
interacting with and/or treating patients every day, fulfilling UTMC’s role as a
teaching hospital and training the next generation of physicians. 15 of this number
are in Dentistry (10 are in Oral-Maxillofacial Surgery and are essential to the trauma
programs). 19 of these Residents/Fellows are supported by funding other than
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UTMC’s Medicare funded allocations. In addition, UTMC participates in training a
number of additional clinical specialties. A list of institutions with which UTMC has
Educational Affiliation Agreements is attached as Attachment C, III, Orderly
Development, 6.

(a) Please verify, as applicable, that the applicant has reviewed and
understands the licensure requirements of the Department of Health, the
Department of Mental Health and Developmental Disabilities, the Division of
Mental Retardation Services, and/or any applicable Medicare requirements.

The executive and clinical leadership at UTMC understand all of the foregoing and
will maintain compliance with the same.

(b) Provide the name of the entity from which the applicant has received or will
receive licensure, certification, and/or accreditation.

Licensure: Tennessee Department of Health, Board for Licensing Health Care
Facilities
Accreditation: The Joint Commission

If an existing institution, please describe the current standing with any licensing,
certifying, or accrediting agency. Provide a copy of the current license of the
facility.

UTMC is in good standing with all licensing and accrediting agencies. A copy of the
hospital license is attached as Attachment C. III, Orderly Development, 7.

For existing licensed providers, document that all deficiencies (if any) cited in
the last licensure certification and inspection have been addressed through an
approved plan of correction. Please include a copy of the most recent
licensure/certification inspection with an approved plan of correction.

UTMC is accredited by The Joint Commission, and has not had a state licensure and
certification survey in many years. The Joint Commission conducted an un-
announced re-accreditation survey on September 9-12, 2014, UTMC was fully re-
accredited effective September 13, 2014. A copy of the results is attached a
Attachment C, 111, Orderly Development, 8.

Document and explain any final orders or judgments entered in any state or
country by a licensing agency or court against professional licenses held by the
applicant or any entities or persons with more than a 5% ownership interest in
the applicant. Such information is to be provided for licenses regardless of
whether such license is currently held.

None.
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10. TIdentify and explain any final civil or criminal judgments for fraud or theft

11.

against any person or entity with more than a 5% ownership interest in the
project

None.

If the proposal is approved, please discuss whether the applicant will provide the
Tennessee Health Services and Development Agency and/or the reviewing
agency information concerning the number of patients treated, the number and
type of procedures performed, and other data as required.

If the proposal is approved, UTMC will provide the Tennessee Health Services and
Development Agency and/or the reviewing agency information concerning the
number of patients treated, the number and type of procedures performed, and other
data as required.
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PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with
the mast and dateline intact or submit a publication affidavit from the newspaper as
proof of the publication of the letter of intent.

The Publication of Intent was published in the Knoxville News Sentinel on September
10,2015. A Publisher's Affidavit is attached following this page.

DEVELOPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a Certificate of Need is
valid for a period not to exceed three (3) years (for hospital projects) or two (2)
years (for all other projects) from the date of its issuance and after such time shall
expire; provided, that the Agency may, in granting the Certificate of Need, allow
longer periods of validity for Certificates of Need for good cause shown. Subsequent
to granting the Certificate of Need, the Agency may extend a Certificate of Need for
a period upon application and good cause shown, accompanied by a non-refundable
reasonable filing fee, as prescribed by rule. A Certificate of Need which has been
extended shall expire at the end of the extended time period. The decision whether
to grant such an extension is within the sole discretion of the Agency, and is not
subject to review, reconsideration, or appeal.

1. Please complete the Project Completion Forecast Chart on the next page. If the
project will be completed in multiple phases, please identify the anticipated
completion date for each phase.

A Project Completion Forecast Chart is attached on the following page.

2. If the response to the preceding question indicates that the applicant does not
anticipate completing the project within the period of validity as defined in the
preceding paragraph, please state below any request for an extended schedule
and document the “good cause” for such an extension.

N/A.
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Attn:
To: UT MEDICAL CENTER

(Advertising) NOTIFICATION OF INTENT TO APPLY FOR (Ref No: 682851)

P.O.#:

PUBLISHER’S AFFIDAVIT
State of Tennessee }

8.5
County of Knox }

Before me, the undersigned, a Notary Public in and for said county, this day personally came Louise
Watkins first duly sworn, according to law, says that he/she is a duly authorized representative of The
Knoxville News-Sentinel, a daily newspaper published at Knoxville, in said county and state, and that
the advertisement of:

(The Above-Referenced)
of which the annexed is a copy, was published in said paper on the following date(s):

09/10/2015

and that the statement of account herewith is correct to the best of his/her knowledge, information, and
belief. .

Subscribed and sworn to before me this |47~ dayof Q0 ps.-u‘f\'tr(/\(' 20 |5

m/\(—_glm

Notary Public
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PROJECT COMPLETION FORECAST CHART

Enter the Agency projected Initial Decision date, as published in Rule 68-11-1609(c):
December 2015

Assuming the CON approval becomes the final agency action on that date; indicate the
number of days from the above agency decision date to each phase of the completion
forecast.

ANTICIPATED
PHASE DAYS DATE
REQUIRED (Month/Year)

1. Architectural and engineering contract signed 45 2/2016

2. Construction documents approved by the Tennessee 180 6/2016

Department of Health

3. Construction contract signed 200 7/2016

4. Building permit secured 200 7/2016

5. Site preparation completed 230 8/2016

6. Building construction commenced 230 8/2016

7. Construction 40% complete 280 10/2016

8. Construction 80% complete 330 11/2016

9. Construction 100% complete (approved for occupancy 356 12/2016
10. *Issuance of license NA

11. *Initiation of service 386 1/2017

12. Final Architectural Certification of Payment 386 1/2017

13. Final Project Report Form (HF0055) 416 2/2017

* For projects that do NOT involve construction or renovation: Please complete
items 10 and 11 only.
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LIST OF ATTACHMENTS

Organizational documentation
Lease and Transfer Agreement
FDA approval letter

Quote from equipment vendor
Site plan

Floor plan

Letter from the project architect
MRI emergency protocol

MRI medical necessity protocol
Map of the service area
Population and demographics
MRI utilization data 2012-2014
Funding letter

Charge Master

Audited financials with notes

p—

List of contractual or working arrangements

List of Educational Affiliation Agreements
Hospital license

The Joint Commission survey results
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STATE OF TENNESSEE
Tre Hargett, Secretary of State

Division of Business Services

William R. Snodgrass Tower
312 Rosa L. Parks AVE, 6th FL
Nashville, TN 37243-1102

Filing Information

Name: UNIVERSITY HEALTH SYSTEM, INC.

General Information

SOS Control #: 362499 Formation Locale: TENNESSEE
Filing Type: Corporation Non-Profit - Domestic Date Formed:; 12/21/1998
Filing Date: 12/21/1998 3:08 PM Fiscal Year Close 12

Status: Active :

Duration Term: Perpetual

Public/Mutual Benefit: Public

Registered Agent Address Principal Address

BENNETT L COX BENNETT L. COX

STE 330 STE 330

2121 MEDICAL CENTER WAY 2121 MEDICAL CENTER WAY

KNOXVILLE, TN- 37920-3282 KNOXVILLE, TN 37920-3282

The following document(s) was/were filed in this office on the date(s) indicated below:

Date Filed Filing Description - ' Image #

03/25/2014 2013 Annual Report A0226-0718

03/27/2013 2012 Annual Report - AD167-2117
Priricipal Address 3 Changed From: No value To: BENNETT L. COX

06/12/2012 Articles of Amendment | 7064-1021

04/02/2012 2011 Annual Report A0115-1467

Principal Address 1 Changed From: 1520 CHEROKEE TRAIL To: 2121 MEDICAL CENTER WAY

Principal Postal Code Changed From: 37920-2205 To: 37920-3282

Principal County Changed From: KNOX To: KNOX COUNTY

Registered Agent Physical- Address 1 Changed From: 1520 CHEROKEE TRL To: 2121 MEDICAL CENTER WAY
Registered Agent Physical Postal Code Changed From: 37920-3279 To: 37920-3282

03/25/2011 2010 Annual Report A0064-0002
Principal County Changed From: Knox County To: Knox

03/25/2010 2009 Annual Report : A0013-0018

03/17/2008 2008 Annual Report 6479-0989

03/28/2008 2007 Annual Report 6267-2056

02/08/2007 2006 Annual Report : 5942-2535

9/8/2014 9:09:21 AM Page 1of 2
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Filing Information

Name: UNIVERSITY HEALTH SYSTEM, INC.

02/08/2007 Articles of Amendment 5942-2510
03/29/2006 2005 Annual Report 5743-0140
03/31/2005 2004 Annual Report 5410-1020
04/02/2004 2003 Annual Report 5098-0253
Principal Address Changed -
Registered Agent Physical Address Changed
Mail Address Changed
03/31/2003 2002 Annual Report 4773-0403
03/26/2002 2001 Annual Report 4459-2072
03/29/2001 2000 Annual Report 4162-0902
01/11/2001 Registered Agent Change (by Entity) 4084-1731
Registered Agent Physical Address Changed
Redistered Agent Changed
06/08/2000 1999 Annual Report 3925-0967
Principal Address Changed
Registered Agent Physical Address Changed
06/16/1999 Amended and Restated Formation Documents 3693-2465
05/14/1999 Amended and Restated Formation Documents 3685-0593
12/21/1998 Initial Filing 3595-2039
Active Assumed Names (if any) Date Expires
9/8/2014 9:09:21 AM Page 2 of 2



CBARTER
OF
UNIVERSITY HEALTH SYSTEM, INC.

Pursuant to the provisions of the Tennessee Nonprofit Corparation Act, the undn.rmmd
corparation (the *Carparation”) adomq the following Charter:

1. The name of the Corporation is University Health System. Inc.

12

. The Comporation is a public benefit carporation.

B
.\ 3

It is intended that the Corporation will qualily atall rimes as an organizalion exempt
from federal income tax under Section 501¢a) and 501{c :3) of the Intemal Revemie Cade of
1086 of the carrespanding provisians of any future Uniied Slates Internal Revenue Law (referred
ta heran as the “Coade™. that it will qualify at all times as an orpanization to which deductible
contributions may he made pursuant w Sections 170, 6420 2055 and 2522 of the Code. and fhat il
will qualify as ather than a private foundation deseribed in Section 509 of the Code. The
Carporation is 9 public henefit carporation within the meaning of T.C.A, §48-51-101. ¢t 5eq.
fornmed v charitahle, seicniific and cdueational purposes within the meaning, of Seetion

snYe Y3 1of the Code. including, but not limited to. aperating the University of Tennessee
Memanal Tesenreh Conter and Bospital (the *fiospital®) in o manner which will fulfill the
Haspital s mission simement of dedicaiion to its continuation as the premier center to offer
miedical care 1o the underserved pnpulminn of the thirleen (13) county area served by the
Hn:phal as required by T.CA. §49-9-1301: providing health care services far the residents af
the region and beyond. mcludml_ speciatized care that is customarily availahle al academic
medical centers: supporting medical research and education: providing a patient hase for tnining
physicians. dentists, nurses and other health professionals: supporting clinieal research and
research traiming: contracting with. farming joint ventures and pannerships with. and owning
interests in other for profil orpanizations which provide health care services within or as a part of
inteprated health care deliv ery systems: and any other activity which supports the deliveryol
health care services, but only 10 the extent and in such manner that such purpases canstituie

exclusiyely charitabie, scientific and educational purpmus within the meaninp of Section
501(c)(3) of the Code,

4. The strect address of the initial sepistered office of the Corporation is 9000 Exceutive
Park Drive C-200, Knoxville. Knox County, Tennessee 37923, and the initial registered agent
for the Corporation at that ofTice is C.E, Bilbrey. 11].

The name and address of the incorporator is:

M. Kes in Qutterson
1700 Nashville City Center
511 Unian Strest




Nashville. Tennessee 37419

6. The streey address of the principal office of the Carporation is 9000 Executive Park
Crive C-200, Knoxville, Knox County, Tennessee 37923,

7. The Carporation is not for profit.

&. The Tarparation will not have memhers, The Comporation shall have no capital siock.

Q.

The number of directors shalt he seventeen (171, and the Board of Directars of the

Corporation (the "Board of Directors”) shall be comprised of the following persons:

(ay

h

()

sUCCUssar,
o)

()

thy

(i)

The President of The University of Tennessee. or his designee.
The Chancelior of The Untversity of Tent 2gsee. Memphis. or his designee,

The Dean af The Pniversity af Tennessee. Memphis Graduate School aof
Muedivine, or his designec,

Phe resident o Universine Phvsicins” Assocntion. Incomaorated. or its

he President and Chiel Exveutis ¢ Officer ol the Carporation,

Twa (21 directors appoainted by the President ol Fhe Eniversity of Tennessee and
appraved by the Board of 1rustees of The Universifty of Teonessee wha bave
expericnce in business, heatth care management. legal or hnancial affairs orather
gualifications decied important by the Board of Trstees.

" One (director who is a pasy Chiel of Staff of the Hospital and whe is an adive

member of the Medical Staff af the Hospital, elected by the Board of Directors
from a list of nominees developed by its Nominating Cammitice,

One (1 director vhois a FTull-iime or pan-lime faculty member of The University
of Tennessee, Memphis Graduate School of Medicine and who is an active
member of the Medical StafT of the Hospital elected by the Board of Directors
from a list of nominees developed by its Nominating Cammittee.

One (1) director wha is a member of University Physicians’ Association,
Incarporated elected hy the Board of Directors from a list af naminees developed
by its Nemtinating Committee,

One (1) director who is not a physician, who is notan employee of T Vinjversity
of Tennessee or the Corporation and who is actively practicinpasal.  ,ed
healtheare professional. eiected by the Board of Directors af the Corporation,




from a list of nominzes developed by its Nominating Committze.

(k) Six (6) directors elected by the Board of Directors from a list of nominces
developed by its Nominating Comminee. who are residents in the Hospital's
service area (including all counties from which patients are admitted to the
Hospital and all counties wherein the Corporation provides services) not involved
in healtheare and who have experience in business. health care management. legal

or financial affairs or other qualifications deemed important by the Board of
Directors.

Each individual described in (a) thraugh (e) shall hald office far a three (3) vear ierm and
shall serve auditional terms for 5o long as such individual holds the position or office designated
in'(a) through (e): provided, however. that such individuals shall serve anly for so Jong asthe

“individunt holds such position. office or designation, Fach director deseribed in (f) through (k1
sholl hold office for a three (3) vear term and may be reappoinied or reelected for two (2)
additional three (3) vearterms. The Beard of Directors shall divide the directors deseribed in ()
through (K inta taree (3 groups of four (4) members cach, and determine which of such
direetors shall serve one, two ar three wear terms initially . Phe ten of members af the Board of
Dyirectors shall hegin upon appuintment or election,

Lach director shall hald office untit his sueeessar <hall have heen duly elected and
qualified. This parauraph & of the Chaner shall notbe amended without the drivr written consent
ol The Liniversity of Tenoessee. ’

10, The Carporation shall be permitted to indenmify and hold harmless the directors and
alficers of the Corporation o the fullest extent permitted hy Tennessee law as specified in the
Bylaws of the Comoration. 1 the Tennessee Nonprofit Corporation Act is amended or ather
Tennessee faw is cnacted ta permit further elimination or Fimitation of the personal liability of
directors. then the liakility of directors af the Corporation shall he eliminated or Himited e the
Fullest extent permitied by the Tennessee Nonprofit Corparation Act.as so amended or by such
dther Tennessee law as so énacted. . '

) }1. To the extent required by Sectiah 301(c)(34 of the Internal Revenue Code of 19R6. ax
amended, (the "Code"™): (i) na part of the net camings af the Corporation may inure 10 the benefit
of any individual except as rcasonable _ompensation for services actually rendered by sich
individual or as payments nd distributons in furtherance of the purposes set forth herein; (i) no
substantial part of the aclivities of the Carporalion shall be carrying on prapaganda, ar otherwise
attempting, to influence legislation (except 8+ permitted by Section 501(h) of the Code): and
(iii) the Corporation shall not participate in. ar intervene in {including the publishing or
distributing of statements), any political campaign on behalf of (or in opposition to) any
candidate for public office. Notwithstanding any ether provision of this Charter, the Carporation
shall not carry on ar y endeavors or activities not permitled to be carried on by a corparation
exempt from federal income tax under Section 501(c)(3) of the Cade. or by 4 carporation,
contributions to which are deductible under Section 170{c)(2) of the Code.




e

12. In the event of permanent dissolution or liquidation. the Board of Directors shall
cause the assets of this Corporation to be applied and distributed as follows: (i) al! liabilities and
obligations of the Corporation shall be paid. satisfied and discharped or adequate provisions shall
be made thersfor; (ii) all assets held by the Corporation upon a condition which occurs by reason
of the dissolution, shall be returned. transferred or conveyved in accordance with such
requirements: and (iii} all of the remaining assets of the Corporation shali be transferred or
conveved 1o The University of Tennessee or to the State of Tennessee. This paragraph 11 of the
Charter shall rot be amended without the priar written consent of The University af Tennessce,

o 1)
DATED this 17 day of December. 1998,

M. Kevin Outterson, Incomarator



This Instrument Prepared By:

Baker, Donelson, Bearman & Caldwell
1700 Nashville City Center

511 Unfon Street

Nashville, Tennessee 37219

" LEASE ANDT SFER AGREEMENT

THIS LEASE AND TRANSFER AGREEMENT is made as of the 3 day of

July 1 (the "Signing Date"), between THE STATE OF TENNESSEE, by and through
%’JOMSSIONER OF FINANCE AND ADMINISTRATION (the "Commissioner") and by

and through its instrumentality, THE UNIVERSITY OF TENNESSEE (referred to herein as "The
University of Tennessee," "UT" or "Lessor") (for and on behalf of THE UNIVERSITY OF
TENNESSEE MEMORIAL RESEARCH CENTER AND HOSPITAL, the "Hospital,"
hereinafter defined at Section 1.31 hereof), and UNIVERSITY HEALTH SYSTEM, INC,, a
Tennessee non-profit corporation (herein referred to as "UHS" or "Lessee").

WITNESSETIH:

WHEREAS, UT desires to promote the continued excellence of the Hospital's mission of
patient care, education, and research for all citizens served by the Hospital; and,

WEIEREAS, the General Assembly of the State of Tennessee has determined that it is in the
best interests of UT, the State, and the citizens served by the Hospital to restructure the governance,
management, and operation of the Hospital; and, :

WEHEREAS, the General Assembly of the State of Tennessee passed Enabling Legislation,
codified at Tenn. Code Ann, § 49-9-112 and § 49-9-1301 et seq., to accommodate these goals
. through the transfer of the Hospital to Lessee; and,

WHEREAS, the State, UT and UHS are entering into this Agreement to transfer the Hospital
to UHS;

NOW, THEREFORE, IN CONSIDERATION OF THE MUTUAL PROMISES MADE
HEREIN, AND FOR QTHER GOOD AND VALUABLE CONSIDERATIONS, THE RECEIPT
AND SUFFICIENCY OF WHICH ARE BEREBY ACKNOWLEDGED, IT IS HEREBY AGREED
ASFOLLOWS:

M IMB 25024626
786593-010 07/07199
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ARTICLE1
EFINITIONS

The following words, terms or phrases, when used in this Agreement, shall have the
following meanings:

1.1 “Affiliated Agreements” shall mean this Agreement, the Affiliation Agreement, the
Employee Services Agreement, and any other agreements, of even date herewith, or which, by their
terms, are described therein by the parties as an " Affiliated Agreement” and are signed by all of the
parties who execute this Agreement.

1.2. “Affiliates" shall include Persons which control, are controlled by, or are under
comnmon control of another Person. Control for this purpose means the right to appoint 50% or more
of the board of directors (or the equivalent) or rights to 50% or more of the equity of a Person other
than an individual.

13  “Affiliation Agreement” shall mean the Affiliation Agreement executed by and
between Lessor and Lessee as of the date hereof providing for the continued support of The
University of Tennessee, Memphis Graduate School of Medicine program in Knoxville, a form of
which is attached hereto without schedules as Schedule 1.3 and incorporated herein'by this reference.

1.4  "Agreement" shall mean this Lease and Transfer Agreement.

1.5 "Assigned Leases an d Confracts” shall mean those contracts, agreements and leases
directly relateéd to Existing Facility Operations at Closing and executed by UT solely on behalf of

the Hospital. '

_ 1.6  "Assumed Liabilities" means (a) liabilities of Lessor under the Assigned Leases and
Contracts; (b) liabilities arising under executory purchase orders made, and contracts, agreements
and leases entered into, by Lessor in the ordinary course of Existing Facility Operations that are
outstanding as of the Closing; () all accounts payable, obligations and liabilities incurred by Lessor
prior to Closing.in the ordinary course of Existing Facility Operations; and (d) Prior Legal
Liabilities; provided, however, that Agsumed Liabilities shall not include any claim for Damages
arising out of; attributable to, or in connection with, an occurrence before Closing to the extent
Lessee has full or partial immunity from suit on the claim under state or federal law, including
without limitation a claim for which jurisdiction properly lies under the Tennessee Claims
Comrmnission Act. -

1.7 "Authority" means the Tennessee State School Bond Authority.

18 "Bill of Sale and Assignment" shall have the meaning described in'Section 13.2(¢)
of this Agreement.

M JMB 250246.26
“86593-010 07/07499 2



1.9  "Board of Trustees" means the Board of Trustees of The University of Tennessee
and its successors.

1.10  "Bond Indenture" means the Indenture of Trust dated as of Tnly 1, 1999 between The
Health, Educational and Housing Facilities Board of the County of Knox and First Tennessee Bank
National Association, and any amendments, additions, substitutions, or replacements thereof.

1.11 "Bonds" means the University Health System, Inc. Revenue Bonds, Series 1999,

* dated July 9, 1999 originally issued in the aggregate principal amount of § 196,485,000.00, in order

to finance the lease of the Facilities and the acquisition of the Operating Assets by Lessee.

1.12 "Breach"--- a Breach of a repfesentation, warranty, covenant, obligation, or other
provision of this Agreement, or any instrument delivered pursuant to this Agreement, will be deemed
to have ocenrred if there is or has been (s) any inaccuracy in, or breach of, or any failure to perform
or comply with, such representation, warranty, covenant, obligation, or other provision, or (b) any
claim (by any Person) or other occurrence or circumstance that is or was inconsistent with such
representation, warranty, covenant, obligation, or other provision, and the term Breach means any
such inaccuracy, breach, failure, claim, occurrence, or circumstance.

1.13  “"Closing" shall mean July 29, 1999, or the date on which the fransactions
contemplated in this Agreement are consummated.

1.14 "Code" means the Internal Revenue Code of 1986, as amended, and all applicable
existing, proposed, and temporary regulations that may from time to time be issued thereunder.

1.15  "Commissioner" shall have the meaning described in the recitals.

1.16 "Consideration" shall mean the amounts described on Schedule 1.16 of this
Apgreement; but in any event the amount of Consideration must be approved by the Authority as
sufficient to economically defease the Existing Debt. Prior to Closing, this Schedule 1.16 cannot
be amended without the approval of the Authority.

1.17 "CPI" shall mean the Consumer Price Index for All Urban Consumers, U.S. City °
Average for all items, as published by the United States Department of Labor, using the year 2000
as the base factor and the current index for the year in question,

1.18  "Damages" shall mean the amount of any loss, liability, claim, settlement, award,
judgment, release, damage, expense or diminution in value, whether or not involving a third-party
claim.

M VB 25024626
786593-010 0728799 ) 3
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1.19 "Employee Services Agreement” shall mean the Employee Services Agreement
executed by and between Lessor and Lessee as of the date hereof, a form of which is attached hereto

without schedules as Schedule 1,19 and incorporated herein by this reference.

1.20 "Enabling Legislation" means Tenn. Code Ann. §49-0-112 and §49-9-1301 ef seq.,
as effective on the date of Closing.

121 “Equipment" means: (a) all equipment, durable medical equipment; machinery,
motor vehicles, ambulances and air ambulanees, and firniture owned or leased by Lessor and used
in connection with Existing Facility Operations; and (b) all other tangible personal property which
is owned or leased by Lessor placed, affixed or installed in, on, to or upon the Real Property which
is not included in the definition of Real Property. '

1.22 "Excluded Assefs" shall mean those assets which are set forth in Schedule 1.22

- attached hereto and incorporated herein, as adjusted at the Closing by mutual consent.

123 "Excluded Leases and Contracts" means those agreements of Lessor kisted in
Schedule 1.23 attached hereto and incorporated herein, as adjusted at the Closing by mutual consent.

1.24 "Excluded Liabilities" shall have the meaning described in the Employee Services
Apgreement. -

1.25 “Existing Debt" shall mean the existing debt issued by the Authority on behalf of the
Hospital, as described in Schedule 1.25. :

1.26 "Existing Facility Operations" means all of the Hospital, health care, research,
patient care, administrative and related activities conducted on the Real Property and at the Henley
Street Facility as of the date of Closing hereof by Lessor in the ordinary couxse of owning and
operating the Hospital, Upon the transfer of the Existing Facility Operations to Lessee pursuant io
Section 2.2 hereof, the term "Existing Facility Operations" shall mean all of the Hospital, health care,
research, patient care, administrative and related activities conducted by Lessee on the Real Property -
and at the Henley Street Facility during the Term of this Agreement, In all cases, Existing Facility
Operations excludes the operation of the Graduate School of Medicine.

1.27 "Facilities” means the Hospital, the Real Property, the Henley Street Facility, and all
Improvements which are leased by Lessor to Lessee hereunder. :

1.28 "Financial Statements" shall have the meaning described in Section 3.14 of this
Agreement.

1.29  "Fiscal Year" means the calendar fiscal year of Lessee which shall begin on January
1 of each year and end on December 31 of such year.

M IMRB 250246.26
786593-010 07 07199 4



1.30 "Full Replacement Cost" has the meaning described in Section 9.2 of this
Agreement.

1.31 "Graduate School of Medicine" shall have the meaning described in the Affiliation
Agreement. '

1.32 "Henley Street Facility" means the space occupied by the Hospital as of the Signing
Date at the UT building located on Henley Street in Knoxville, Tennessee, which is also known as
The University of Tennessee Conference Center, as described in Schedule 1.32 attached,

1.33  “Hospital" means the facility and institution presently known as The University of
Tennessee Memorial Research Center and Hospital located in Knoxville, Tennessee.

1.34 "Hospital Net Operating Revenue" shall meai_l the gross revenue of the Hospital
from Existing Facility Operations less contractual adjustments, bad debts and charity care,

determined on a US-GAAT basis as certified by the Independent Accountants.

1.35 "Improvements" means any and all: (a) buildings, structures, and improvements
which have been constructed, placed or installed in or upon the Real Property as of the Signing Date;
(b) buildings, structures, and improvements which shall have been made in or upon the Real Property
as a substitution for, or in renewal or replacement of; any buildings, structures, and improvements
constituting part of the Hospital from the Signing Date until the Closing; or (c) any other additions,
alterations and improvements placed or installed in or upon the Real Property prior to the Closing.
In any event, Improvements shall not include any Lessee Improvements or Operating Assets.

136 "Independent Accountant(s)" means a firm of nationally recognized, independent
certified public accountants selected by Lessee, which may also be the current auditor of Lessee.

- 1,37 "Indicia" shall mean all trademarks, service marks, trade names, trade dress, logos,
Internet domain nares, and all names the Facilities (excluding the Henley Street Facility) and
Existing Facility Operations are known by, together with all adaptations, derivatives and
combinations thereof, including all goodwill associated therewith, and any and all applications,
registrations, and renewals in connection therewith (but excluding any marks that have become the
exclusive property of UHS before the date of the Closing).

1.38  "Intellectual Properiy" means: (a) the Indicia; (b) all copyrights, and all
applications and registrations in connection therewith; (c) all trade secrets and confidential business
information, ideas, research and developmient, know-how, formulas, compositions, processes and
techniques, technical data, designs, drawings, specifications, customer and supplier lists, pricing and
cost information, and business and marketing plans and proposals; (d) all computer software
(including data-and related documentation), including all copyrights and other proprietary rights
therein; (¢) all other.proprietary rights; and (f) all copies and tangible embodiments thereof (in
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whatever form or medium). Intellectual Property shall only include intellectual property owned by
Lessor and used in connection with the Facilities and Existing Facility Operations.

1.39  "Inventory" shall mean all supplies and inventory located in the Hospital and used
or usable n the Existing Facility Operations, including, without limitation, disposables,
consumables, office supplies, dnigs and medical supplies, linens, food and cleaning materials.

1.40 "Involuntary Ioss" has the meaning described in Section 9.5(a) of this Agreement.

1.41 "JCAHO" means the Joint Commission on Accreditation of Healthcare
Organizations, o

1,42 "Leasehold Mortgage" shall have the meaning described in Section 11.3(a) of this
Agreement. :

1.43 "Leasehold Mortgagee" shall mean the holder or holders from time to time of a
promissory note or notes evidencing a loan and secured by a deed of trust upon the leasehold estate
created hereby. :

144 "Legal Requirements" means all federal, state, county, municipal and other
governmental statutes, laws, rules, orders, regulations, ordinances, judgments, decrees and
injunctions affecting either the Facilities or the construction, use or alteration thereof, whether now
or hereafter enacted and in force, including any which may:; (2) require repairs, modifications, or
alterations in or to the Facilities; or (b) in any way adversely affect the use and enjoyment thereof,
and all permits, licenses, authorizations and regulations felating thereto, and all covenants,
agreements, restrictions and encumbrances contained in any instruments, either of record or known
to Lessee (other than encumbrances created by Lessor without the consent of Lessee), at any time
in force affecting the Facilities. '

1.45 "Lessee" shall have the meaning described in the recitals to this Agreement.

1.46  "Lessee Improvements" shall have the meaning déscn'bed in Section 8.1 of this
Agreement,

1.47 "Lessee Net Operating Profit" shall mean the net operating profit of UHS determined
in accordance with US GAAP, and shall include, without limitation, income from subsidiaries of
UHS, from non-Hospital operations of UHS and from investment reserves.

148 "Lessor" shall mean The University of Tennessee,

1.49  "Material" and "Materiality" shall mean a condition, noncompliance, defect or other
fact which would: (a) cost, in the aggregate, in excess of $100,000.00 and, with respect to any single
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defect or fact, would cost in excess of $50,000.00 to correct or repair; or (b) in the aggregate, result
in a loss fo Lessee or a reduction in the value of the Facilities or Operating Assets in excess of
$100,000.00 and, with respect to any single defect or fact, would result in a loss to Lessee or a
reduction in the value of the Operating Assets in excess of $50,000.00. For purposes of Section 3.13
of this Agreement only, Materiality shall mean a monetary value in excess of $10,000,

1,50 “Net Worth Requirement" shall have the meaning described in Section 9.4(b).

1,51 "Operating Assets" means those assets which are owned by Lessor in connection
with Existing Facility Operations excluding: (i) the Facilities; and (ii) the Excluded Assets, but
including, without limitation: -

(a)  all Assigned Leases and .Contracts;
(b) the Workiﬁg Capital Assets;

()  the Equipment;

(@  theReserve Funds;

(e) -the Inventory;

@ the Intellectual Property, except the Indicia which are licensed to Lessee under
Section 2,5 of this Agreement;

(8) all books, records and other information collected and maintained in connection with
the Facilities, except the Henley Street Facility, including, without limitation, patjent records and
copies of UT Hospital Employee records;

(h)  alljudgments, causes of action and intangibles owned by Lessor and related to the
Facilities, except the Henley Street Facility, and Existing Facility Operation,

0 all permits, licenses, filings, accreditations, certificates of need, authorizations,
approvals or indicia of authority (and any pending applications therefor) held by Lessor with respect
to the ownexship or operation of the Facilities, to own, construct, operate or maintain the Hospital
or any fixture, facility, equipment, vehicle, machinery or installation of the Facilities, except the
Henley Street Facility, or to operate the businesses conducted in connection therewith, to the extent
that each of the foregoing is transferable;

6)] all retainage funds held by Lessor in connection with any ongoing construction
projects; and .
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(k) all assets of Lessor not listed above utilized in Existing Facility Operations that are
not otherwise classified as Facilities or Working Capital Assets or that are not Excluded Assets.

Upon the transfer of the Operating Assets to Lessee pursuant to Section 2.2 hereof, the term
"Operating Assets" shall mean all Operating Assets received by Lessee plus all accumulations and
additions thereto, and less all deletions and deductions therefrom, as may have occurred in the
ordinary course of business of Lessee, or as otherwise may have been permitted by the terms of this
Agreement. .

1.52  "Permitted Encumbrances” shall include the Bond Indenture, this Agreement and,
as of any particular time with respect to the Facilities (except the Henley Street Facility);

(a) liens for taxes and special assessments, if any, which are not then delinquent, orif
then delinquent, are being contested in accordancc with the provisions of this Agreement;

(b) utility, access and- other easements and nghts—of-way, restrictions and exceptions
which will not Materially interfere with or Materially impair the operation of the Facilities
(excluding the Henley Street Facility) (or, if they are not being then operated, the operation for which
they were designed or last modified);

(c) any mechanic's, laborer's, materialman's, supplicl‘s or vendor's lien or right in respect
thereof, if any, if payment is not yet due under the contract in question, or 1f such lien is being
contested in accordance with the provisions of this Agreement,

(@) such minor defects and irregularities of title as normally exist with respect to
properties similar in character to the Real Property; and which do not Materially and adversely affect
the value of the Facilities (excluding the Henley Street Facility), or Materially and adversely affect
the value of the Facilities (excluding the Henley Street Facility), or Materially impair the property
affected thereby for the purpose for which it was acquired, or is held by Lessee;

(e) leases which relate to portions of the Facilities (excluding the Henley Street Facility)
which are customarily the subject of such leases, such as office space for physicians and educational
institutions, food service facilities, gift shops, radiology, pharmacy and similar departments, to the
extent that such leases will not adversely affect the exclusion from gross income for federal income
tax purposes of interest payable on the Bonds;

® zoning laws and similar restrictions which are not violated by Lessee or which do not
Materially and adversely affect the valie of the Facilities;

(g) all right, t';tle and interest of the State, municipalities and the public in and to access
over, under or upon a public way; ]
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(h)  liens on and security interests in Property given, bequeathed or devised to Lessee
existing at the time of such gift, bequest or devise, provided that (i) such liens or security interests
attach solely to the Property which is the subject of such gift, bequest or devise, and (i) the
indebtedness incurred by such liens or security interests is not assumed by Lessee or, if assumed, 1s
assumed on a nonrecourse basis;

@ restrictions or other encumbrances which are either insured over by a reputable,
solvent title insurance company which has been writing title insurance in Knox County, Tennessee
" for at least five (5) years, or which relate to properties which are not contiguous to the Real Property
and the loss of which would have no Material adverse impact on the operations of the Hospital,

@) liens granted in connection with the Bonds or improvements, expansion, extension,
additions or modifications of the Facilities (excluding the Henley Street Facility), or improvements
of any real property adjacent thereto, or liens granted or leases executed in connection with any
replacement Equipment;

(k) any liens, charges, encumbrances and restrictions in favor of Lessor which may be
created by reason of this Agreement;

® any pledge of Lessee's revenues in connection with Lessee's financing of
Improvements to the Facilities (excluding the Henley Street Facility); and

(m) any lien or encumbrance approved by three-fourths of Lessee's Board of Directors.

1.53 “"Person" shall mean any natural person, corporation (including any non-profit
corporation), limited liability company, partnership (general or limited), joint venture, estate, trust,
association, charitable organization, labor union, the United States of Amierica, the State, City of
Krnoxville, Knox County, Tennessee, governmental or quasi-governmental entity ofthe United States
of America, the State, the City of Knoxville, Knox County, Tennessee or any subdivisions thereof,
or other business entity or organization.

1.54 "Prior Legal Liabilities" shall mean any and all legal liabilities arising or accruing
from any act or omission on or before the Closing and in any way arising out of, attributable to or
in connection with the Existing Facility Operations. Without limiting the generalify and scope of
the preceding sentence, Prior Legal Liabilities shall include, without limitation, the following
liabilities: professional liability, malpractice liability, tort liability, workers' compensation liability,
premises liability, environmental liability, employment discrimination liability, civil rights liability
and liability for breach of any constitutional, statutory, common law or contractizal duty by Lessor,
its agents, trustees, officers and employees on or before the.Closing in relation to the Existing
Facility Operations, including but not limited to liabilities under the Tennessee Claims Commission
Act, "Prior Legal Liabilities" shall not include any Excluded Liabilities or any liabilities relating
exclusively to the Graduate School of Medicine or the non-Hospital operations of Lessor.
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1.55 "Property” means any and all rights, title and interest in and to any and all property
whether real or personal, tangible or intangible, of any kind or character, and wherever situated.

1.56 "Real Property" means the real property described as Tracts 1 and 2 in
Schedule 1.56(a) attached hereto and incorporated herei~ (as adjusted at the Closing by mutual
consent), and all buildings, mechanical systems, driveways, or parking areas located thereon and all
rights, easemetts and appurtenances thereto. A survey of the Real Froperty, and including Tracts 3,
4, 5, 6, and 7 not leased hereby, is attached hereto as Schedule 1.56(b). '

1.57 "Reserve Funds" shall mean an amount of money equal to the finded depreciation
and other finds (including any interest earned on such finds but not yet credited thereto) designated
for capital improvements shown on the Statement of Financial Position of the Hospital as of the
Closing.

1.58 "Service Area" shall have the meaning described in the Employee Services
Agreement. '

1.59 “Signing Date" shall have the meaning described in the recitals to this Agreement.

* 1.60 "State" means the State of Tennessee.

1.61 "State Architect" shall mean the official serving as chief staff officer and operating
manager of the State Bujlding Commission.

1.62 "State Building Commission” shall mean an agency of the State of Tennessee with
the powers and duties described in Tenn. Code Ann. § 4-15-101 gf seq.

1.63 "Tennessee Claims Commission Ac " 'shall mean Temn. Code Ann. § 9-8-101, et
seq., as amended from time to time or any subsequent enactment governing ¢laims against UT.

1.64 "Term_of this Agreement", "Term", or "the Term hereof" means the period
commencing on the Closing and expiring fifty (50) years after Closing, Tuly 29, 2049, The parties
agree to meet in July 2044 to discuss the terms and conditions of an extension of this Agreement.
The Term shall be automatically extended to include an additional fifty (50) years, unless either
Lessor or Lessee gives the other written notice of its intention not to extend the Term. Such notice
must be delivered between July 1, 2044 and August 1, 2045.

1.65 "Trustee" means the Trustee serving from time to time under the Bond Indenture.

1.66 “"UHS" shall mean University Health System, Inc. and its successors.

M JIMB 250246.26
7B6593-010 07/07/99

-10 -



1.67 "UHS Employees" shall have the meaning described in the Employee Services
Agreement.

1.68 "US GAAP" shall mean generally accepted accounting principles, as generally
applied in the United States.

1.69 "UT" shall mean The University of Tennessee, and its successors.

1.70  "UT _Benefit Plans" shall have the meaning described in the Employee Services
Agreement. :

1.71 "UT Hospital Employees" shall have the meaning described in the Employee
Services Agreement, _

1.72 "UT Retirement Plans” shall have the meaning described in the Employee Services
Apgreement,

1.73  "Working Capital Assets" means cash and cash equivalents (net of petty cash
advances), accounts receivable, other receivables, together with inventories, managed care withholds
or bonus payments, Authority withholds, prepaid expenses, tax and FICA refunds, withholds, notes
receivable and other investments-or amounts relating to Existing Facility Operations, and receivables
from related parties which are expected to be liquidated in the form of cash and cash equivalents,
but excluding all assets financed through long term debt or other long term liabilities, Working
Capital Assets also includes any amounts described in this Section 1.73 which are subsequently paid
to Lessor but which relate to Existing Facility Operations.

' ARTICLE II
LEASE OF FACILITIES; TRANSFER OF OPERATING QSSETS AND

EQUIPMENT: ASSUMPTION OF LIABILITIES: CONSIDERATION

2.1 Lease of Facilities; Quiet Enjoyment: Sublease of Tract 2: Right of First Refusal;
Fasements,

(a)  Lessor, for and in consideration of the payment by Lessee of the Consideration, and
the performance by Lessee of the covenants and agreements set forth herein, leases and rents the
Facilities to Lessee effective as of the Closing, and Lessee takes, accepts and rents the Facilities from
Lessor effective as of the Closing, subject to the terms, covenants, conditions and provisions
hereinafter stated and the following limitations, restrictions, reservations and encumbrances, to have
and to hold for the Term hereof; except that, only with regard to the Henley Street Facility, the rights
and responsibilities of Lessor and Lessee shall be as set out in Schedule 2.1(a), Lessee acknowledges
that it accepts the Facilities "as 1s," with no warranty or representation by Lessor as to the condition
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of the Facilities and with no obligation of Lessor to repair any known or unknown structural,
engineering, design, mechanical, or other defect in the Facilities.

(b)  Effective as of the Closing, Lessor agrees that Lessee shall have, hold, and enjoy,
during the Term hereof, peaceful, quiet, and undisputed possession of the Facilities, without
hindrance or molestation by anyone, and Lessor shall, from time to time, take all necessary or
appropriate action to that end.

(c)  AtClosing, Lessor and Lessee shall enter into a sublease agreement whereby Lessee
shall sublease to Lessor, and Lessor shall sublease from Lessee, the real property and improvements
described and depicted as Tract 2 in Schedules 1.56(a) and 1.56(b). Theterms of such sublease shall
be as set forth in the form attached as Schedule 2.1(c).

(d)  Lessorand Lessee acknowledge that Tracts 3, 4, 5, 6, and 7 as depicted on the survey
attached as Schedule 1.56(b) shall not be included as part of the Real Property leased hereby, Asa
Material inducement to Lessee’s entering into this Agreement, Lessor hereby grants to Lessee aright
of first refusal to lease Tract 4 upon the expiration or termination of the existing lease of Tract 4
between Lessor and the Helen Ross McNabb Center. Lessor shall give Lessee written notice of the
expiration of such lease within two hundred ten (210) and one hundred eighty (180) days prior to
such expiration, and Lessee shall have ninety (90) days after receipt of such notice to notify Lessor
whether it intends to lease Tract 4, Upon Lessee's exercise of such right, Tract 4 shall become a part
of the Real Property for the remainder of the Term (and any extension thereof) without payment of
rent or further consideration to Lessor. Lessor hereby grants to Lessee ingress and egress rights
through Tracts 3, 4, 5, 6 and 7 of the Real Property. Lessee hereby grants to Lessor ingress and
egress rights through Tracts 1 and 2 for access to Tracts 3,4, 5, 6 and 7 and to the UT property which
adjoins the Real Property on the north.

(e)  Lessor hereby grants Lessee an easement over Lessor’s property which adjoins the
Real Property on the north for the purposes of: (1) the use by Lessee of the existing access road
adjacent to the northern boundary of Tract 1 as shown on Schedule 1,56(a) for vehicular, pedestrian
and air ambulance ingress and egress, and (2) the use of such airspace as may be reasonably
necessary for the operation of Lessee’s Lifestar helicopter air ambulance service.

22  Transfer of Operating Assets. Lessor, for and in consideration of the payment by
Lessee of the portion of the Consideration paid at Closing and effective as of the Closing, assigns,
transfers, sells and conveys to Lessee all of Lessor's right, title and interest in and to the Operating
Assets, Lessee, during the Term hereof, shall use the Operating Assets so transferred to it in the
operation of the Facilities and in furtherance of Lessee's purposes as set forth in its charter, and as
otherwise permitted by this Agreement.

2.3 Assumption of Liabilities. Effective as of the Closing, Lessee assumes, and agrees
to perform and discharge, all of the Assumed Liabilities as of the Closing; provided that: (a) Lessee
shall only assume obligations thereunder to the extent such obligations are enforceable against
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Lessor, and, to the extent permitted by law, Lessee shall be entitled to any and all defenses

. thereunder as were available to Lessor; and (b) Lessor and Lessee each agree to use their respective

best efforts to renegotiate or terminate any Assigned Contract such parties mutually agree is not in
the best inferest of Lessee.

2.4 Consideration. In consideration of the lease of the Facilities and the sale and transfer
of the Operating Assets fo Lessee hereunder, Lessee agrees to pay to, or at the direction of, Lessor
the Consideration. The Board of Trustees shall have sole authority and discretion to determine the
distribution of the Consideration within UT. The Consideration shall be in addition to Lessee's
obligations to pay or discharge the Assumed Liabilities as specified in Section 2.3 hereof, as
adjusted at the Closing by mutual consent. The Consideration shall be allocated to the lease of the
Facilities and the sale and transfer of Operating Assets as shall be agreed to by Lessor and Lessee
at Closing. 'In addition, Lessee and Lessor shall enter into the Affiliation Agreement and the
Employee Services Agreement, In the year 2019, Lessor and Lessee shall meet to negotiate an
annual lease payment for the last thirty (30) years of the Term of this Lease and Transfer Agreement,

" The amount of any proposed annual lease payment will be based upon the financial position of

Lessee at such time and will be subject to prior confirmation from the bond rating agencies which
at that time have an active rating on outstanding debt obligations issued by Lessee that the proposed
annual lease payment would not result in the withdrawal, suspension or lowering of Lessee’s then
current bond rating. If Lessee has outstanding insured debt obligations at such time, then the
advance written approval by ‘the company or companies which have insured Lessee’s debt
obligations shall also be required. In any case, any amendment to this Lease and Transfer Agreement
pursuant to this Section 2.4 must comply with the terms and conditions of the Enabling Legislation
and shall be subject to the prior approval of Lessor’s Board of Trustees and Lessce’s board of
directors.

2.5 = License of Indicia. During the Term, Lessee shall have a nonexclusive license to
use the Indicia, as they now exist, or as they may be modified during the Term hereof, both internally
and/or externally for business, marketing, and promotional activities without payment of a licensing
fee, subject to the following provisions: (a) Lessee's use of the Indicia shall satisfy a reasonable
standard of quality acceptable to Lessor, and Lessor shall have the right to inspect Lessee's use of
the Indicia for the purpose of reasonable quality control; (b) Lessee shall include the frademark
(TM) or registered ® symbols in conrection with the Indicia as reasonably directed by UT; (c)
Lessor shall have the right to approve any and all uses of the Indicia on materials or products for
commercial use, and Lessee cannot sublicense the Indicia without the approval of the UT Office of
Licensing; (d) Lessee shall not alter any Indicia without the permission of the UT Office of
Licensing; (¢) Lessor is and shall remain the sole owner of all rights in and to its Indicia as they now
exist or may hereafter be modified; (f) Lessee is and shall remain the sole owner of any marks that
have become the property of UHS before the date of Closing; (g) Lessee shall be the sole owner of
other names, trademarks, service marks, nicknames, and logos which it develops separately whether
used alorie or in connection with UT Indicia; (h) Lessor shall not grant any license or rights similar
to those granted in this Agreement to any other healthcare facility within the Service Area; and (i)
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Lessor and Lessee acknowledge each other’s rights described in this Section 2.5 and agree not to
attack each other’s title or ownership to the same. All proposed uses under Section 2.5(c) above
shall be submitted to the UT Office of Licensing, and Lessor or any sublicensee shall enter into
Lessor's standard licensing agreement with the payment of royalties to Lessor, If the UT Office of
Licensing fails to respond to any submission within thirty (30) days of actual receipt, the proposed
use for commercial sale shall be deemed approved by Lessor subject to execution of Lcssors
standard licensing agreement with the payment of royalties to UT

ARTICLE II

REPRESENTATIONS AND WARRANTIES BY LESSOR

Lessor makes the following representations and warranties to Lessee as of Signing Date and
Closing. :

3.1  Organization. Lessor, a land grant institution of higher education, is an
instrumentality of the State of Tennessee and, is duly organized, validly existing, and in good
standing under the laws of the State of Tennessee.

3.2  Power and Authority. Lessor has full power and authority pursuant to the Enabling
" Legislation to enter into this Agreement, to carry out the transactions contemplated hereunder, and
to carry out its obligations hereunder.

3.3 Authorization. Lessor has duly authorized the execution, delivery and performance
of this Agreement.

3.4  NoViolation, Except as previously disclosed to Lessee in writing, or in any opinions
required hereunder, neither Lessor nor the Facilities are subject to any claim or restriction, or are
subject to any provision contained in Lessor’s statutory provisions, creating, authorizing, or
establishing Lessor's existence, Board of Trustees rules, charter, ordinances or bylaws or in any
evidence of indebtedness, indenture, commitment, agreement or contract to which Lessor-is a party
or by which it is bound, or subject to any existing judgment, order or decree binding upon Lessor,
which prevents Lessor from entering into this Agreement or performing any of its obligations
hereunder.

3.5  Enforceability. This Agreement, and the Affiliated Agreements executed by Lessor
of even date herewith, constitute the valid obligations of Lessor in accordance with their respective
terms. With respect to these agreements, the State has not waived the Lessor’ s immunity from suit
or extended its consent to be sued, However, current State law provides that monetary claims against
the Lessor for breach of its contractual obligations may be heard and determined exclusively in the
forum of the Tennessee Claims Commission, an administrative tribunal, where the State may be
liable only for actual damages and certain costs.
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3.6  Title to Facilifies and Operating Assets. Lessor has good and marketable fee simple
title to the Real Property and title to the Facilities and Operating Assets, free and clear of any and

all encumbrances except for the Permitted Encumbrances.

3.7  Partiesin Possession. There are no parties in possession of the Real Property, except
for patients at the Hospital and the lessees under the Assigned Leases and Contracts.

3.8  Condemnation. There are no pending or threatened condemnation or similar
proceedings against the Real Property or any portion thereof.

3.9  No Litigation. Except as previously disclosed to Lessee in wrifing, there are no
Material claims, actions, suits, arbitrations, license revocations, governmental investigations,
inquiries or proceedings pending or, to the best actual knowledge of Lessor, threatened against
Lessor, at law or in equity, or before any governmental or administrative board, agency or authority
relating to the Existing Facility Operations, Real Property, the Facﬂltles, or Operating Assets, or
ansmg out of the operation or management of the Hospital.

3,10 Finder's or Broker's Fees. Lessor has not engaged any finder or broker in connection
with this Agreement or the fransaction contemplated hereby, and Lessee is not and will not be
obligated for any finder's or broker's fee or commission in connection with this Agreeément, or the
transactions contemplated hereby, as a result of the actions by Lessor.

3.11 Consents and Approvals. Except as previously disclosed to Lessee in writing, and
except for those consents and approvals required by the Enabling Legislation, the execution, delivery
and performance of this Agreement, and the consummation of the transactions contemplated by this
Agreement, by Lessor will not require any consent, approval, authorization, order, declaration, filing
or registration of or with any federal, state or local governmental or regulatory authority (the
"Governmental Authorities") or other Person or Persons, and no other action on the part of Lessor
or any other Person is necessary to authorize the execution, delivery, and consurmmation of this
Agreement,

3.12.  Facilities and Operating Asgets. The Facilities and the Operating Assets constitute
all the assets currently being utilized by Lessor in connection with Existing Facility Operations.

3.13  Assigned Leases and Confracts.

(a) To the best of Lessor’s actual knowledge, the Assigned Leases and Contracts
constitute all Material contracts, agreements, purchase orders, leases, subleases, options and
commitments, oral or written, and all assignments, amendments, schedules, exhibits and appendices
thereof, affecting or relating to the Facilities or any Operating Asset or any interest therein, to which
Lessor is a party, or by which Lessor, the Operating Assets or the Facilities is bound or affected,
including, without limitation, service contracts, management agresments, equipment leases, office
leases and ground-or building leases pertaining to any part of the Real Property or Improvements
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(other than the Excluded Leases and Confracts). Materiality for the purposes of this Section 3.13
shall mean a monetary value in excess of $10,000.

(b)  Except as previously disclosed to Lessee in writing, none of the Assigned Leases and
Contracts have been terminated, extended, modified, amended, assigned, transferred or subordinated,
and each is in full force and effect and is valid, binding and enforceable in accordance with its
respective terms.

(c) To the best of Lessor's actual knowledge, and except as previously disclosed to Lessee
in writing; (1) no event or condition has happened or presently exists that constitutes a default or
breach or, after notice or lapse of time or both, would constitute a defanlt or breach by any party
under any of the Aséigned Leases and Contracts; and (2) there are no counterclaims or offsets under
any of the Assigned [.eases and Contracts.

(d)  To the best of Lessor's actual knowledge, there does not exist any security interest,
lien, encumbrance or claim of others created or suffered to exist on any of the Assigned Leases and
Contracts, except as a Permitted Encumbrance.

- (e)  Except as previously disclosed to Lessee in writing, none of the Assigned Leases and
Contracts shall be amended between the Signing Date and the Closing without the prior written
consent of Lessee.

3.14 Financial Statements. The financial statements for Lessor as of June 30, 1998 (i.e.,
balance sheet, statement of changes in fund balances, statement of current revenues, expenditures
and other changes, and accompanying footnotes) will have been provided to Lessee prior to Closing
and will include the financial assets and operations for the Hospital. These financial statements are
accompanied by the anditor’s opinion letter which states that the financial statements present fairly,
in all Material respects, the financial position of Lessor as of June 30, 1998. The financial
statements have been prepared in accordence with generally accepted accounting principles as
prescribed by the Governmental Accounting Standards Board and AICPA College Audit Guide.

3.15 bsence of Certain Changes. Since June 30, 1998, Lessor, as relates to the Hospital,
has: (a) not suffered any Material adverse change in the condition, financial or otherwise, business,
assets, liabilities or operations which for purposes of this section shall mean in excess of a 15%
reduction in net worth or net working capital; (b) not acquired or disposed of any assets except in
the ordinary course of business consistent with past practices; (c) not suffered any damage,
destruction or loss to any of its properties and assets, whether or not covered by insurance, in excess
of $500,000; (d) not written down the value of any assets of Lessor, or written off as uncollectible
any accounts receivable of Lessor, except for write-downs and write-offs in the ordinary course of
business consistent with past practices; (€) not removed any fixtures, property or Equipment owned
or leased by it or any related local medical facility except in the ordinary course of business
consistent with past practice; or (f) not agreed, whether in writing or otherwise, to take any action

described in this Section 3.15.
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3.16 Taxes. With regard to all periods of time through the Closing, Lessor has paid in full
all federal and state withholding taxes, unemployment taxes, social security taxes, franchise taxes,
payroll taxes, and all other applicable federal, state or local taxes, including, but not limited to, any
sales, gross receipts or excise taxes which have or may have an impact on the Facilities or the
transaction cuatemplated by this Agreement, and all penalties and interest with respect thereto,
relating to the operations of the Facilities, which were assessed, confirmed, accruable or which relate
to the period of time prior to the Closing, or has made satisfactory provision therefor and shall pay
such taxes when due if such occurs after the Closing. Any refunds (including interest paid by the
taxing authority) on such taxes relating to Existing Facility Operations shall be paid to the Lessee
upon receipt. Upon request, Lessee shall receive regular reports from Lessor as to the status of any
such pending tax refinds and shall have the right, at its own expense, to participate in any
administrative or legal process to recover such taxes from the taxing authority.

3.17 Insurance. Lessor has insurance or self-insurance coverage in effect (including
statutory rights to exclusive jurisdiction in the Termessee Claims Commission) for the Facilities,
Existing Facility Operations and all Real Property, operations, personnel, residents, faculty, staff,
and assets of an insurable nature and of a character usually insured. Schedule 3.17 attached hereto
and incorporated herein (as adjusted at the Closing by mutual consent) contains a true, complete,
correct and accurate list and summary description of all such coverage (specifying the insurer, the
amount of coverage, any deductibles, the type of insurance, the amount of premiums and dates when
they are due, the policy number and .any pending claims thereunder, and the expiration date)
maintained as aforesaid relating to Lessor. Lessor is not in default or breach with respect to any
provision contained in any such coverage, not has it failed to give any notice or to present any claim
therennder in due and timely fashion. Lessor shall remain responsible for professional liability
coverage (including self-insurance) for medical residents and faculty in the Graduate School of
Médicine. :

3.18 Motor Vehicles. Lessor shall execute in favor of Lessee title certificates for all motor
vehicles, ambulances and air ambulances owned by Lessor utilized in Existing Facility Operations.

3.19  Year 2000 Problem. With regard to the possibility that computer programs and
systems may not properly process dates subsequent to Decerber 31, 1999 (the "Y2K Problem"),
Lessor represents and warrants that its computer systems (including, but not limited fo, systems
which process wages, salaries and benefits, but excluding computer systems which become property
. of Lessee under this A greement or an Affiliated Agreement) are free from the ¥ 2K Problem insofar
as it may affect the Hospital, Hospital Employees (as defined in the Employee Services Agreement),
other employees of the Hospital, Hospital vendors, and Hospital patients. '

3.20 Ongoing Construction. Except as disclosed on Schedule 3.20 attached herefo and
incorporated herein, there are presently no ongoing construction or improvement projects on the Real
Property having a value exceeding $1,000,000.
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3.21 Intellectual Property. No proceedings have been instituted or are pending or, to the
best of Lessor’s actual knowledge, threatened which challenge the validity of the ownership by
Lessor of the Intellectual Property, and Lessor knows of no meritorious basis therefor. To the best
of Lessor's actual knowledge, Lessor has not interfered with, infringed upon, misappropriated; or
violated any intellectnal property, or confidential or proprietary rights of any third party relating to
the Intellectual Property. To the best of Lessor's actual knowledge, the Lessor’s use of the
Intellectual Property does not constitute such infringement, misappropriation or violation and the
Lessor has not received any charge, complaint, claim, demand, or notice alleging any such
interference, infringement, misappropriation, or violation, Lessor has not granted any license,
permission or other authorization to any ether person/entity to use such Intellectual Property (other
than the Indicia) and Lessor has no actual knowledge of the unauthorized use or infringement of any
of such Intellectnal Property by any other person/entity. Lessor owns (or possesses adequate and
enforceable licenses or other rights to use) all Intellectual Property.

3.22 No Omissions or Misstatements. To the best of Lessor’s actual knowledge, there is
no fact Material to the assets, liabilities, business or prospects of the Facilities or the Operating
Assets which has not been set forth or described in this Agreement, or the Affiliated Agreements,
or on the Schedules attached hereto or thereto, which is Material to the business, operations or
financial condition of the Fdcilities. To the best of Lessor's actual knowledge, none of the
information included in this Agreement and Schedules, or other documents furnished, or to be
furnished, by Lessor, or any of its representatives, contains any untrue statement of a Material fact,
or is misleading in any Material respect, or ormits to state any Material fact necessary in order to
make any of the statements herein or therein not misleading. Copies of all documents referred to in
any Schedile attached hereto have been delivered or made available to Lessee, and constifute true,
accurate, correct and complete copies thereof, and include all dmendments, exhibits, schedules,
appendices, supplements or modifications thereto or waivers thereunder.

ARTICLE IV

REPRESENTATIONS AND WARRANTIES BY LESSEE

Lessee makes the following representations and warranties to Lessor as of Signing Date and
Closing. :

4,1  Qreanization. Lessee is a non-profit corporation duly incorporated, vahdly existing,
and in good standing under the laws of the State of Tennessee,

42  Power and Authority. Lessee has full power and authority to enter into this
Agreement, to carry out the transactions contemplated hereunder, and to carry out its obligations
hereunder.

43  Authorization. Lessee is duly authorized to execute, deliver and perform this
Agreement, :
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4.4  Application for Tax-Exempt Status, Lessee has applied to the Infernal Revenue

Service to receive a determination that Lessee is an organization described in Section 501(c)(3) of
the Code as exempt from federal income tax under Section 501(a) of the Code.

45  NoViolation. Lessee is not subject to any Jimitation, restriction or provision of any
nature whatsoever contained in Lessee's charter or bylaws, or in any evidence of indebtedness,
indenture, commitment, agreement or contract to which Lessee is a party or by which it is bound,
or subject to any existing judgment, order or decree binding upon Lessee, which in any way limits,
restricts or prevents Lessee from entering into this Agreement or performing any of its obligations
herennder.

4.6  Epforceability. This Agreement, and the Affiliated Agreements execnted by Lessee
of even date herewith, constitute the legal, valid and binding obligations of Lessee, enforceable in
accordance with their respective terms, except insofar as: (a) enforcement may be limited by
applicable bankruptcy, insolvency, reorganization, moratorium and other similar laws of general
application with creditors; and (b) the remedy of injunctive and other forms of equitable relief may
be subject to equitable defenses (including commercial reasonableness, good faith and fair dealing),
and to the discretion of the court before which any ptoceeding therefor may be brought.

4.7 Insurance, Lessee will have insurance coverage in effect for the Existing Facility
Operations as required by Asticle IX of this Agreement.

48  NoOmissions or Misstatements. To the best of Lessee’s actual knowledge, there is
no fact Material to the assets, liabilities, business or prospects of the Facilities or the Operating
Assets which has not been set forth or described in this Agreement, or the Affiliated Agreements,
or on the Schedules attached hereto or thereto, which is Material to the business, operations or
financial condition of the Facilities. To the best of Lessee's actual knowledge, none of the
information included in this Agreement and Schedules, or other documents furnished, or to be
furnished, by Lessee, or any of its representatives, contains any untrue statement of a Material fact,
or is misleading in any Material respect, or omits to state any Material fact necessary in order to
make any of the statemnents herein or therein not misleading, Copies of all documents referred to in
any Schedule attached hereto have been delivered or made available to Lessor, and constitute true,
accurate, correct and complete copies thereof, and include all amendments, exhibits, schedules,
appendices, supplements or modifications thereto or walvers thereunder.

4.9  Financial Statements. The pro-forma financial statements for Lessee as of June 30,
1998 (i.e., balance sheet, statement of changes in fund balances, statement of current revenues,
expenditures and other changes, and accompanying footnotes) will have been provided to Lessor
prior to Closing and will include the financial assets and operations for Lessee.

4,10 No Litigation. Except as previously disclosed to Lessor in writing, there are no
Material claims, actions, suits, arbitrations, license revocations, goverimental investigations,
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inquiries or proceedings pending or, to the best actual knowledge of Lessee, threatened against
Lessee, at law or in equity, or before any governmental or administrative board, agency or autherity.

ARTICLE V

C NANTS OF LESSOR ; LESSEE

The following covenants contained in this Article V shall be effective from and after the
Signing Date.

5.1  Maintenance of Facilities. Lessor and Lessee shall not, under any circumstances, be
required to build or rebuild any Improvements or Lessee Improvements on the Facilities (excluding
the Henley Street Facility), or to make any repairs, replacements, alterations, restorations, or
renewals of any nature or description to the Facilities (excluding the Henley Street Facility), whether
ordinary or extraordinary, structural or non-structural, foreseen or unforeseen, or to make any
expenditure whatsoever with respect thereto in connection with this Agreement, or to maintain the
Facilities (excluding the Henley Street Facility) in any way; provided, however, Lessee shall
maintain Facilities (exchuding the Henley Street Facility) which are open to the public or otherwise
in use in good and safe repair, in accordance with the standards generally considered as good for
medical facilities and hospitals.

52 zgeratmn of Facilities. It is mtended that Lessee will qualify at all times as an’
organization exempt from federal income tax under Sections 501(a) and 501(c)(3) of the Code. The
Lessee is a public benefit corporation within the meaning of Tenn. Code Ann. § 48-51-101, ¢t seq.,
formed for charitable, scientific and educational purposes within the meaning of Section 501(c)(3)
of the Code, including, but not limited to, operating the Hospital in a manner which will fulfill the
Hospital’s mission, statement of dedication to its continuation as the premier center to offer medical
care o the underserved population of the thirteen (13) county area served by the Hospital as required
by Tenn. Code Ann. § 49-9-1301; providing health care services for the residents of the region and
beyond, incliding specialized care that is customarily available at academic medical centers;
supporting medical research and education; providing a patient base for training physicians, dentists,
murses and other health professionals; supporting clinical research and research training; contracting
with, forming joint ventures and partnerships with, and owning interests in other organizations which
provide health care services within or as a part of integrated health care delivery systems; and any
other activity which supports the delivery of health care services, but only to the extent and in such
manner that such purposes constitute exclusively charitable, scientific and educational purposes
within the meaning of Section 501(c)(3) of the Code.

Subject to: (a) the requirements of the Enabling Legislation and this Agreement; and (b) the
terms and conditions of any Affiliated Agreement, Lessee shall have the sole and exclusive charge
of the operation of the Facilities (other than the Henley Street Facility), which i ghts shall include
those rights set forth in Article VIII herein.
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53 - liance With icable Law.

(8)  Lessee shall not use, operate or occupy, nor permit any use, operation or occupancy
of, the Facilities, or any part thereof; contrary to the Enabling Legislation or Legal Requirements.
Lessee also shall observe and comply in all Material respusts with the requirements respecting the
Facilities of all policies of insurance, or programs of self-insurance, at any time in force, with respect
to any of the buildings, Improvements, machinery or Equipment constituting a part of the Facilities.

(b)  Nothing in this Section 5.3 shall require Lessee to comply with any law, ordinance,
order or governmental regulation so long as there is a substantial and legitimate question as to its
applicability to Lessee, or so long as the interpretation or validity of such law, ordinance, order or
governmental regulation shall be contested in good faith and by appropriate legal proceedings,
including securing any necessary injunctive relief which will stay enforcement of such law,
ordinance, order or governmental regufation.

54  Liensand Encumbrances. Except for Permitted Encumbrances, Lessee covenants and
agrees that it shall not create or suffer to be created any lien, encumbrance or charge upon Lessee's
leasehold interest in the Facilities or the Operating Assets and that it will satisfy or cause to be
discharged, or shall make adequate provision to satisfy and discharge, within sixty (60) days after
the same shall be due, all lawful claims and demands for labor, materials, supplies or other items.
Nothing in this Section 3.4 shall require Lessee to satisfy or discharge any such charge, claim or -
demand so long as the validity thereof shall be contested in good faith by appropriate legal
proceedings, and upon posting bond, if required. Lessee covenants and agrees that it is not permitted
to create any encumbrance on the Henley Street Facility.

5.5 Tax-Exempt Sfafus.

(a)  Lessee covenants and agrees that it will diligently pursue its application filed with the
Internal Revenue Service for a determination that Lessee is an organization described in Section
501(c)(3) of the Code. Lessee further covenants and agrees that it shall not perform any act or enter
into any agreement which shall adversely affect the federal income tax status of Lessee, and shall
conduct its operations and that of the Hospital so as to maintain Lessee's status, once so determined,
as a charitable organization within the meaning of Section 501(c)(3) of the Code which is exempt
from federal income taxes under Section 501(a) of the Code, or any successor provisions of federal
income tax law.

(b)  To the extent permitted by law, Lessor and Lessee agree to take such action as the
laws of Tennessee permit to ensure that the Facilities are, and remain at all times, during the Term
of this Agreement, exempt from ad valorem and other state and local taxation to the maximum extent
allowed by law. :

) 5.6  License and Accreditation. Lessee will procure, and maintain in good standing, a
license from the State to operate the Hospital as a hospital. Lessee will cause the Hospital to have
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JCAHO accreditation throughout the Term of this Agreement, or such accreditation issued by a

nationally recognized accrediting body that in the judgment of Lessee's Board of Directors is in the
best interest of the Hospital,

57  Consentsandl™tices. Lessor shall use its best efforts to obtain all consents and shall
give all notices which may be required in connection with this Agreement, including, without
limitation, those required for the transfer of the Assigned Leases and Contracts to Lessee and the.
assumption by Lessee of the Assumed Liabilities hereunder in accordance with the terms of such
agreements and lisbilities, Lessor shall provide Lessee with satisfactory evidence that all such
Material consents have been obtained and notices have been given upon Lessee's written request,

5.8 Lessor and Lessee Not to Compete. To the extent not prohibited or required by law,
Lessor hereby covenants that during the Term of this Agreement, it shall not without the prior written
consent of Lessee: (2) construct, fund, own, sponsor, manage or operate any acute-care hospital
facility, ambulatory surgical center, physician clinic, emergency or urgent care center, management
services organization, managed care company, or any similar facility within one hundred (100) miles
of the boundaries of Knox County, Tennessee; or (b) offer, provide or fund any health care related
services which compete with the services offered by Lessee or the Hospital as of such date, other
than a student health clinic and the activities of the athletics departments,

5.9  Continued Existence. Lessor and Lessee each covenant to continue their respective
legal existence, and shall not voluntarily dissolve or take steps to terminate their continued legal
existence without the prior written consent of the other.

510 Continued Validity of Representations and Warranties. Lessor and Lessee each
covenant that they will make reasonable efforts to cause their respective representations and
warranties herein to remain true, accurate, correct, and complete during the Term of this Agreement.

5.11 Repavment of Debt. Lessor covenants that it will utilize the Consideration to
immediately defease all of the Lessor’s and State’s debt with regard to the Hospital, the Facilities
and the Existing Facility Operations.

5.12 Cooperation. Lessor and Lessee each covenant to: (a) cooperate in the administration
of this Agreement and the Affiliated Agreements; (b) execute documents as required to effectuate
the transactions contained in this Agreement; (c) make available during normal business hours
information necessary to the effective administration of this Agreement; and (d) to-hold any such
information as confidential to the fullest extent allowed by law. Lessee will maintain permanent
records of the disposal of hazardous waste materials generated by Existing Facility Operations before
and after Closing. Lessee will make these records available to Lessor for its use in defending any
claim against UT arising out of the disposal of hazardous waste materials. Upon termination of this
Agreement, Lessee will provide copies of these records to Lessor. :
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5.13 tudent Health Clinic Services, Lessee covenants and agrees to continue to
provide the patient care services it currently provides to UT students in accordance with the policies
and procedures aftached as Schedule 5.13.

5.14 Hospital Discount, To the extent permitted by applicable law, Lessee agrees to
continue the current discount on inpatient and outpatient Hospital services provided to UT
Employees, their spouses and dependent children; provided, however, the discount shall not apply
to UT Employees whose beginning date of employment is on or after February 1, 2000. -

5.15 Continued Access to the Hospi loyees of Lessor. Lessor and Lessee will
each use their respective best efforts, working with the State of Tennesseg, to allow the Hospital to
* be included as one of the hospital providers in each health care plan offered to employees of Lessor.

. 5.16. Post-Closing Gifts, Trusts and Bequests. Lessor and Lessee covenant and agree that

after Closing, Lessor will not accept new gifts or bequests for the patient care mission of the
Hospital, nor will Lessor manage any gifts or bequests made directly to Lessee. Consistent with its
statutory powers, Lessor may serve as the trustee of an inter vivos or testamentary trust created for
the benefit of the patient care mission of the Hospital.

5.17 Pre-Closing Gifts. Trusts, and Bequests. Lessor and Lessee covenant and agree that
no giff, trust, or bequest made to Lessor up to and including.the Closing shall be transferred to

Lessee under this Agreement, but if the instrument of gift, trust, or bequest provides that income or
corpus shall be used for the patient care mission of the Hospital rather than for the education and
research mission of the Graduate School of Medicine, Lessor shall fransfer the income or corpus to
Lessee in compliance with the terms of the instrument.

ARTICLE V1
LESSOR'S CONDITIONS TO CLOSING

The obligations of Lessor hereunder are, at the option of Lessor, subject to the satisfaction, -
on or prior fo the Closing, of the following conditions, unless waived in writing by Lessor:

6.1  Representations/Warranties. The representations and warranties of Lessee contained
in this A greement shall be true in all Material respects when made and on and as of the Closing as
though such representations and warranties had been made on and as of such Closing; and each and
all of the terms, covenants and conditions of this Agreement to be complied with or performed by
Lessee on or before the Closing; pursnant to the terms hereof, shall have been duly coniplied with
and performed in all Material respects.

6.2  Action/Proceeding. No action or proceeding before a court or any other governmental
agency or body shall have been instituted to restrain or prohibit the transactions herein contemplated
and no governmental agency or body shall have taken any other action or made any request of Lessee
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or Lessor as a result of which Lessor reasonably and in good faith deems it inadvisable to proceed
with the transactions hereunder.

63  Order Prohibiting Transaction, No order shall have been entered in any action or
proceeding before any court or gov ernmental agency, and no preliminary or permanent injunction
by any court shall have been issued which would have the effect of (a) making the transactions
contemplated ‘by this Agreement illegal; (b) otherwise preventing consummation of such
transactions; or (c) imposing Material limitations on the ability of Lessor effectively to lease the
Fagilities and sell and fransfer the Operating Assets. There shall have been no federal or state statute,
rule or regulations enacted or promulgated after the date of this Agreement that would reasonably,
directly or indirectly, result in any of the consequences referred to in this Section 6.3. '

6.4  Lessee's Deliveries. Lessee shall have delivered to Lessor gach of the items specified
at Section 13.1. :

6.5  Approvals. Eéch of the approvals required by the Enabling Legislation must have
been properly received. -

6.6  Insurance. Lessor shall have reasonably consented to the insurance arrangements’
described in Article IX of this Agreement. ‘

6.7 Legal Opinion. Lessor shall have received a favorable opinion frofn counsel to
" Lessee, in a form mutually satisfactory to the Lessor and Lessee.

6.8  Affiliated Agreements. All of the conditions precedent to the obligations of Lessor
in each of the Affiliated Agreements must have been satisfied.

ARTICLE VII

LESSEE'S CONDITIONS TO CLOSING

The obligations of Lessee hereunder are, at the o.ption of Lessee, subject to satisfaction, on _
or prior to the Closing, of the following conditions, unless waived in writing by Lessee:

7.1  Representations nties. The representations and warranties of Lessor contained
in this Agreement shall be true in all Material respects when made, and on and as of the Closing, as
though such representations and warranties had been made on and as of such Closing; and each and
all of the terms, covenants and conditions of this Agreement to be complied with or performed by
Lessor on or before the Closing, pursuant to the terms hereof, shall have been duly complied with
and performed in all Material respects.

7.2 - Licenses and Permits. Lessee shall have reasonable assurances from the State
licensing agencies that upon the Closing, licenses to operate the Existing Facility Operations as
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currently operated by the Lessor will be transferred to, or reissued in the name of, Lessee. Lessee
shall have obtained all other consents, licenses, permits, approvals, determinations or certificates of
need required for Lessee to lease and operate the Facilities as contemplated hereby.

7.3 Action/Proceeding. No action or proceeding before a court or any other governmental
agency or body shall have been instituted to restrain or prohibit thie transactions herein contemplated -
and no governmental agency or body shall have taken any other action or made any request of Lessee
or Lessor as aresult of which Lessee reasonably and in good faith deems it inadvisable fo proceed
with the transactions hereunder. :

7.4  Lessor's Deliveries. Lessor shall have delivered to Lessee each of the items specified

at Section 13.2.

735  Order Prohibiting Transaction. No order shall have been entered in any action or
proceeding before any court or governmental agency, and 1o preliminary or permanent injunction
by any court shall have been issued which would have the effect of: (a) making the transactions
contemplated by this Agreement illegal; (b) otherwise preventing consummation of such
transactions; or (¢) imposing Material limitations on the ability of Lessee effectively to lease the
Facilities or acquire and hold the Operating Assets. There shall have been no federal or state stafute,
rule or regulations enacted or promulgated after the date of this Agreement that would reasonably,
directly or indirectly, result in any of the consequences referred to in this Section 7.5.

7.6  Due Diligence. Lessee shall be satisfied, in all respects, with the condition of, and
title to, the Facilities and Operating-Assets, in Lessee's sole discretion.

7.7 Approvals, Each of the approvals required by the Enabling Legislation must have
been properly received. )

7.8 Financing. Lessee shall have received acceptable financing from a public or private
placement of tax-exempt bonds (or, to the extent required by the Code, taxable bonds) issued by
Lessee sufficient to find Lessee’s obligations hereunder, at a rate and terms acceptable to Lessee in
its sole discretion. '

7.9  Title Policy. Lessee shall havereceived from Lessor aleasehold owner’s title policy
acceptable to Lessee.
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7.10  Legal Opinion. Lessee shall have received a favorable opinion from the UT Office
of General Counsel, in a form satisfactory to Lessor and Lessee.

7.11  Affiliated Agreements. - All of the conditions precedent to the obligations of Lessee
in each of the Affiliated Agreements must have been satisfied.

ARTICLE VIIX

IMPROVEMENTS; DISPOSITION OF PROPERTY; SURRENDER

8.1 Lessee Improvements.  All buildings, structures, improvements, machinery,
equipment and other property which shall be constructed, placed or installed in, or upon, the Real
Property after Closing, as an addition to, or as a substitute for, or in renewal or replacement of, any
buildings, structures; improvements, furnishings, equipment or other property constituting part of
the Facilities (cxccpt the Henley Street Facility) on the Real Property (the "Lessee Improvements")
shall (unless Lessor and Lessee otherwise provide by signed written agreement directed to a specific
item) be excluded from Improvements hereunder without any further act or deed, and nothing herein
shall be construed as subjecting real property. other than the Real Property, or improvements not
located on the Real Property, to the provisions of this Agreement. The Real Property and
Improvements shall be comnpletely within the control of Lessee throughout the Term hereof, and
Lessee shall have the right at any time to erect, construct, maintain, alter, reconstruct, demolish,
build, and replace any Improvements without the permission of Lessor or the State Building
Comrmssmn, which, by approval of this Agreement, elects, in its sound discretion, not to supervise
these projects, subject to the provision set forth in this Section 8.1 below. Prior to the construction
of new buildings, addition of square footage to existing buildings, or the complete internal or
external demiolition of existing buildings, Lessee shall give Lessor and the State Architect, on behalf
of the State Building Commission, written notice of such plans at least one hundred and fifty (150)
days prior to commencement. Lessor and the State Architect, on behalf of the State Building
Commiission, shall have sixty (60) days to review and approve or disapprove such plans in order to

. oversee the general development of the campus, but approval shall not be unreasonably withheld and

shall be deemed to have been given unless Lessor or the State Architect, on behalf of the State
Building Commission, give written notice to Lessee of objections (stated with specificity) within
such sixty (60) day period. :

8.2  Disposition of Facilities and Operating Assets. As permitted by Article XI hereof,
and otherwise except as may be limited by the Enabling Legislation, Lessee: (i) may freely pledge,
mortgage, hypothecate, assign, or sublease its leasehold inferest in any of the leased Facilities (except
the. Henley Street Facility) hereunder; and (ii) may freely transfer, convey, sell, pledge, mortgage,
hypothecate, assign, lease, or sublease any Operating Asset transferred hereunder.

8.3  Surrender of Improvements and Lessee Improvements. Upon the expiration of the

Term hereof, all Improvements and Lessee Improvements (excluding Operating Assets) located on
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the Real Property shall be surrendered to and become the absolute property of Lessor at no cost to
Lessor and free and clear of all liabilities, liens, or other encumbrances. Lessee shall execute a bill
of sale, deed, or any other documentation reasonably requested by Lessor to confirm the transfer of
title to Improvements and Lessee Improvements.

8.4  PBasements; Plats. If Lessee, or any Leasehold Mortgagee, determines that it is
necessary or advantageous to grant any easement or license of any kind under, over, across Or
connecting the Real Property or any pottion thereof, or to plat or replat the Real Property or any
portion thereof, Lessee or any Leasehold Mortgagee shall be entitled to grant easements and execute
any plats or replats with respect to its leasehold interest only. Lessor shall cooperate with and
execute any applications, permits, plats and other documents as may be necessary or proper for
Lessee (a) to be afforded necessary zoning classifications for the Real Property; (b) to have access
to any portion of the Facilities (except the Henley Street Facility) not otherwise accessible by public
road; (c) to obtain any required governmental approvals of site or building plans for the demolition,
construction, improvement, maintenance, use and enjoyment of any Improvements now existing or
to be erected on the Real Property (except the Henley Street Facility); or (d) to provide or maintain
utility services to the Real Property and any Improvements. No other easements shall be permitted
except as described in this Section 8.4. :

ARTICLE IX

INSURANCE

9.1  Required Insurance. At all times beginning on Closing and continuing while this
Agreement is in effect, Lessee shall maintain, or cause to be maintained, such insurance of the types
specified below in amounts and with such deductibles as shall be comparable to coverages canied
by institutiors possessing, operating and managing assefs similar to those being leased o Lessee
under this Agreement:

(a) on the Facilities (except the Henley Street Facility): insurance coverage for loss or
damage by fire, vandalism and malicious mischief, theft, extended coverage perils commonly known
as "All Risk" and all physical loss perils, (including, but not limited to, sprinkler leakage, windstorm,
hail, earthquake, tornado, explosion, riot, aircraft, smoke and vehicle damage). in an amount not less
than one hundred percent (100%) of the then Full Replacement Cost thereof (as defined below in
Section 9.2) with a replacemenit cost endorsement sufficient to prevent Lessee from becoming a co-
insurer together with an agreed value endorsement;

(b) - on the Facilities (except the Henley Street Facility): insurance coverage-of boilers,
pressure vessels, auxiliary piping and selected machinery objects (pumps and compressors);

(©) claims for personal injury or property damage under a policy of comprehensive
general liability insurance including, malpractice insurance protecting Lessee against liability for
death, injury, loss or damage as a result of. or arising out of, examination. diagnosis. trearment or
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care of (or failure to so examine, diagnose, treat or care for) any patient of the Hospital or any
occupant of the same, but not limited to insurance against assumed or confractual liability including,
any indemnities under this Agreement with amounts not less than Five Million Dollars (35,000,000)
per occurrence and Ten Million Dollars (310,000,000) aggregate in respect of bodily injury and
death, and Tex Million Dollars ($10,000,000) aggregate for property damage (Lessor and Lessee will
reevaluate these insurance limits every ten (10) years during the Term of this Agreement to adjust
the limits to the then current market conditions);

(d)  on the Facilities (except the Henley Street Facility): insurance coverage for flood
(when the Facilities are located in whole or in part within a designated flood plain area) and such
other hazards and in such amounts as may be customary for comparable properties in the area, and
if available from insurance companies authorized to do business in the state in which the Real
Property is located, at rates which are economically practicable in relation to the risks covered;

()  fleet automobile liability insurance in the amount equal to Ten Million Dollars
($10,000,000) combined single limits;

®H worker's compensation (including, without limitation, coverage for UT Hospital
Employees and Lessee Employees) and unemployment coverages as required or permitted by the
State and employer’s liability in an amount of at least Five Million Dollars (§5,000,000); -

(g)  builder's risk insurance, completed value form, for the total amount of the
construction project, including all change orders therein, during the construction of any Lessee
Improvements;

(h)  director's and officer's liability insurance in an amount of af least Ten Million Dollars
(310,000,000); -

@) special risk insurance (if applicable); and

@ environmental risk insurance in an amount of at least Twenty-Five Million Dollars
(825,000,000).

Where feasible, Lessor shall be named as a joint named insured or an additional named
insured on such policies, unless Lessor and Lessee mutually agree prior to Closing that the cost of
such action is prohibitive.

9.2 Replacement Cost. The term "Full Replacement Cost," as used herein, shall mean
replacement cost as defined in the relevent insurance policy.

9.3  Insurers and Policies. All of the policies of insurance referred to in this Article IX
shall be written in form satisfactory to Lessor and by insurance companies satisfactory to Lessor.
Lessee shall pay all of the premiums therefor, and deliver such policies or certificates thereof to
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Lessor prior to their effective date (and, with respect to any renewal policy, at least fifteen (15) days
prior to the expiration of the existing policy) and in the event of the failure of Lessee either to effect
cuch insurance in the names herein called for or to pay the premiums therefor, or to deliver such
policies or certificates thereof to Lessor at the times required, Lessor shall be entitled, but shall have
no obligation, to enact such insurance and pay the premiums therefor, which premiums shall be
repayable to Lessor upon written dernand therefor, and failure to repay the same shall constitute an
event of defanlt. Each insurer mentioned in this Section 9.3 shall agree, by endorsement on the
policy or policies issued by it, or by independent instrument fumished to Lessor, that it will give to
Lessor thirty (30) days' written notice before the policy or policies in question shall be altered,
allowed to expire or canceled.

9.4 Lessee’s Right to Self-Tnsure.

(a)  Subject to the terms of Subsection (b) below, and so long as Lessee is not in default
under the terms of this Agreement, Lessee shall have the right to self-insure the risks that would
otherwise be covered by the insurance required to be maintained by Lessee by the terms of Section
9.1 above. If Lessee desires to exercise its right to self-insure, Lessee shall so notify Lessor and
Lessee shall thereupon assume the risks of and shall pay from its assets the costs, expenses, damages,
claims, losses, and Habilities relating to injury or death to persons or damage to property, if and to
the same extent that a third party insurance company would have paid those amounts if the insurance
company were insuring those risks under the policies deseribed in Section 9.1 above.

(b)  Notwithstanding anything contained in this Agreement to the contrary, the terms of
this Section 9.4 shall only apply if and for so long as Tessee’s net worth shall equal or exceed fifty
million dollars ($50,000,000), adjusted by the CPI from Closing (the "Net Worth Requirement").
Furthermore, Lessee’s right to self-insure shall be exercised only by positive action of Lessee's board
of directors. Lessor, at it own discretion, may waive the provisions of this Section 9.4(b) in- writing.

(©)  Within one hundred twenty (120) days of the end of Lessee’s Fiscal Year, Lessea shall
cause its certified public accounting firm to issue a letter delivered to Lessor stating whether the Net
Worth Requirement has been satisfied and which contains a description of Lessee’s self-insurance
program., '

(d)  Lessee shall promptly nofify Lessor in writing in the event its net worth falls below
the Net Worth Requirement, or if Lessee is required to or elects to terminate its program of self-
insurance for any reason whatsoever. That notice shall be accompanied by a certificate of insurance
from a third-party insurance company which evidences the existence of the insurance coverage
required to be maintained pursuant to the terms of Section 9.1.

0.5 Involuntary Logs: Use of Insurance Proceeds: ndempation Award

Proceeds.
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(a)  Ifduring the Term hereof, all or any part of the Facilities (excluding the Henley Street
Facility and Lessee Improvements) shall be damaged or destroyed by whatever cause, or shall be
taken by any public authority or entity in the exercise of, or acquired under the threat or the exexcise
of, the power of eminent domain (for purposes hereof, an “Involuntary Loss"), Lessee shall give
prompt notice of such Involuntary Loss to Lessor,

(b)  Lessee may repair, rebuild or restore the Facilities (except the Henley Street Facility)
damaged, destroyed or taken with such changes, alterations and modifications (including the
substitution and addition of other property) as may be desired by it and Lessee may receive the
insurance proceeds, condemnation awards or sale proceeds resulting from such Involuntary Loss and
shall apply said proceeds for such purpose together with any additional moneys necessary therefor,
Any condemnation award relating solely to the nderlying fee simple interest owned by Lessor shall
be paid to Lessor,

()  Lesseeand Lessor shall cooperate fully with one another in the handling and conduct
of any prospective, pending or threatened condemnation proceedings, or with respect to-any
settlement or negotiation proceedings involving coverage provided under any policy of insurance.

(d)  Lessor agrees to take no portion of the Facilities (except the Henley Street Facility)
in any condemnation or eminent domain proceeding without Lessee's consent, In the event any
portion of the Facilities (except the Henley Sireet Facility) are acquired in any condemnation or
eminent domain proceeding by Lessor or the State, or by conveyance in lieu thereof, the proceeds
thereof shall be paid to Lessee and Lessee shall be entitled to claim compensation from the
condemning anthority for business damages. Any condemnation award relating solely to the
underlying fee simple interest owned by Lessor shall be paid to Lessor.

(e)  Any balance remaining after completion of the repair, rebuilding or restoration of the

- Facilities which is attiibutable to business interruption insurance proceeds shall be paid to Lessee.

6) Nothing in this Agreement shall be construed as obligating Lessee in any way, or to

any extent, to repair, restore or replace the Facilities (except the Henley Street Facility), or any part
thereof, except from funds made available as provided in this Article IX.

(g)  Notwithstanding anything in this Agreement fo the contréry, all funds contemplated
in this Article IX shall be paid and disbursed in accordance with the Bond Indenture or any
Leasehold Mortgage.

9.6  Failure to Carry Insurance or Self-Insurance. In the event Lessee shall at any time
during the Term hereof neglect or refuse fo procure or maintain insurance or self-insurance as herein

required, Lessor may, at its option, and following at least thirty (30) days' written notice to Lessee,
except where a shorter period of written notice is necessary to avoid a defanlt on the Bonds, or fo
prevent any loss or forfeiture thereof, procure and maintain such insurance, and Lessee shall be
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obligated to reimburse promptly Lessor for all amounts expended in connection therewith, and
failure to reimburse such amounts shall constitute an event of default.

ARTICLE X
Y L S .

10.1 Survival. The provisions of Section 10,2 and Section 10.3 of this Agreement shall
survive the termination of this Agreement and thereafter remain in full force and effect until any
right of recovery is barred by any applicable statute of imitation, The provisions of Section 10.4,
Section 10,5 and Section 10.6 of this Agreement shall survive the termination of this Agreement and
thereafter remain in full force and effect for five (5) years after expiration of the statute of limitations
applicable to any claim with respect to which Section 10.4, Section 10.5 and Section 10.6 imposes
an obligation on UHS. '

10.2 Right of Recovery of Lessee. I;essee shall be entitled to recover from Lessor the
amount of any Damages, arising, directly or indirectly, from or in connection with:

(a) any Breach of any representation or warranty made by Lessor In this Agreement or
any Affiliated Agreement;

(b)  amy Breach by Lessor of any covenant or obligation of Lessor in this Agreement or
any Affiliated Agreement; or :

(c) any payment by Lessee in respect of an Excluded Confract or Lease.

In all cases, Lessee's recovery shall be limited (to the extent applicable) to the texms, limits,
and conditions of the Tennessee Claims Commission Act, provided, however, nothing in this
Agreement shall permit Lessee to terminate this Agreement upon the happening of any event giving
rise to Lessee's right of recovery pursuant {o this Article X, its exclusive remedies being those
described in Article X herein, : :

10.3 Right of Recovery of Lessor. Lessor will be entitled to recover from Lessee the

amount of any Damages arising, directly or indirectly, from or in connection with: (a) any Breach

of any representation or warranty made by Lessee in this Agreement or any Affiliated Agreement;
or (b) any Breach by Lessee of any covenant or obligation of Lessee in this Agreement or any
Affiliated A greement; provided, however, nothing in this Agreement shall permit Lessor to terminate
this Agreement upon the happening of any event giving rise to Lessor's right of recovery pursuant
to this Article X, its exclusive remedies being those described in Article X herein. '

104 Liabilitv With Respect To UT Hospital Employees. UT Hospital Employees
performing services under the Employee Services Agreement are “loaned servants’™ of UHS.
Respondear superior liability for the acts and omissions of UHS Employees and the acts and
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omissions of UT Hospital Employees on or after Closing shall lie solely with UHS. All workers'
compensation liability for occurrences on or after Closing with respect to UT Hospital Employees
shall lie solely with UHS. At all times during the Term of this Agreement, and at its expense, UHS
shall provide workers' compensation insurance for UT Hospital Employees in accordance with
applicable Tennessee law.,

10.5 tection I'T Hospital loyees. UT and UHS understand and agree that in
performing services under the Bmployee Services Agreement, the UT Hospital Employees are state
employees “employed in the service of the state” and their “compensation is payable by the state”
within the meaning of Tenn. Code Ann. § 8-42-101(3)(A) and Tenn. Code Ann. § 8-34-101(18).
Therefore, UT and UHS understand and agree that the UT Hospital Employees remain eligible to
participate in the UT Retirement Plans and other UT Benefit Plans and remain eligible to raise the
absolute immunity defense provided in Tenn, Code Ann. § 9-8-307(h) against individual or personal.
liability for acts or omissions-within the scope of their employment. Notwithstanding the above, UT
and UHS agree that all respondeat superior liability for the acts and omissions of the UT Hospital
Employees lies solely with UHS, which will exercise exclusive direction and contro] over the
performance of services by UT Hospital Employees under the Employee Services Agreement. UHS
shall indemnify, defend, and hold harmless UT Hospital Employees against all individual or personal
fiability for Damages arising out of, attributable to, or in conneetion with, any act or omission of a
UT Hospital Empleyee in the performance of services under the Employee Services Agreement,
except for willful, malicious, or criminal acts or omissions, or for acts or omissions done for personal
gain.

10.6 Indemnification of UT, State, and UT and State Employees. (a) UHS shall
indenmify, defend, and hold harmless UT, the State, and their agents, trustees, officers, employees,
and successors against all Damages in any way arising out of, attributable to, or in connection with:
(1) the Existing Facility Operations before, on or after the Closing; (2) any act or omission of a UHS
Employee or a UT Hospital Employee after the Closing regardless of whether the act or omission
relates fo the Existing Facility Operations; or (3) any act or omission of'a,UHS Employee or a UT
Hospital Employee before the Closing only if the act or omission relates to the Existing Facility
Operations. Without limiting the generality and scope of the preceding sentence, the obligations of
UHS under this Section 10.6 shall include, without liritation, the following liabilities: Prior Legal
Liabilities, tort liability, worker's compensation liability, premises liability, environmental liability,
professiona) liability, malpractice liability, employment discrimination liability, civil rights liability
and liability for breach of any constitutional, statutory, common law or confractual duty.
Notwithstanding any provision herein to the contrary, the indemnification and hold harmless
obligations of UHS under this Article X with respect to a claim filed under the Tennessee Claims
Commission Act for Damages arising out of, attributable to, or in connection with, an occwrrence
before Closing, and for which jurisdiction lies under the Tennessee Claims Commission Act, shall
be limited to the monetary limits of liability established by the Tennessee Claims Commission Act.
The indemnification and hold harmless obligation of UHS under this Article X shall be construed
as an obligation to pay Damages and not merely as an obligation to reimburse UT, the State, and
their agents, trustees, officers, employees and successors for Damages paid by them. The obligations
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of UHS under this Article X shall not be deemed or construed to waive or abrogate in any way the
sovereign immunity of UT, the State, or any officer or employee of UT or the State.

(b) UHS's obligation under this Article X to defend a claim for Damages filed against UT,

the State, or a UT or State employee (mcludmg a UT H05p1tal Employee) in his or her official
capacity shall be subject to tue following provxsxons

(1) All claims filed before Closing and pending as of Closing shall be defended by
UT at its own attomey expense.

(2) All claims (i) arising out of, attributable to, or in connection with, an occurrence
before Closing and (i1) filed on or after Closmg under the Tennessee Claims Commission Act
shall be defended by UT." UHS shall pay all UT defense costs, including, without limitation
the cost of UT attomey time, at a rate annually agreed upon in writing, and reasonable private
attorney fees incurred to assist UT in defending the claim, as agreed upon m writing from
time fo time.

(3) In the event of a claim (i) arising out of, attributable to, or in connection with, an

“occurrence before Closing, (ii) filed on or after Closing in a state or federal court or

administrative agency, and (iii) against which UT or the State has full or partial immunity
from suit under state or federal law, UT or the State shall appear and raise the immunity
defense at its own attorney expense. If the claim is not dismissed, UHS shall defend the
claim, subject to obtaining any applicable statutory approvals.

(4) In the event of a claim (i) arising out of, atiributable to, or in connection with, an
occurrence before Closing, (ii) filed on or after Closing in a state or federal court or
administrative agency, and (iii) against which UT and the State do not have immunity from
suit under state or federal law, UT or the State may elect to defend the claim at its own
attorney expense. If UT and the State elect not to defend, UHS shall defend the claim,
subject to obtaining any applicable statutory approvals.

(5) In the event of a claim (i) arising out of, attributable to, or in connection with, an
occurrence on or after Cloging and (ii) filed under the Tennessee Claims Commission Act,
UT shall appear and seek dismissal at its own attomey expense. If the claim is not dismissed,
UT may elect to defend the claim. In that event, UHS shall pay all UT defense costs,
inchiding, without limitation, the cost of UT attorney time, at a rate annually agreed upon in
writing, and reasonable private attorney fees incurred to assist UT in defending the claim, as
agreed upon in writing from time to time. If UT elects not to defend the claim, UT shall file
a petition for removal of the claim to the appropriate chancery or circuit court with venue,
pursuant to applicable removal provisions of the Tennessee Clairns Commission Act, Upon
removal of the claim, UHS shall defend the claim in the chancery or circuit court, subject to
obtaining any applicable statutory approvals.
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(6) In the event of a claim (i) arising out of, attributable to, or in connection with, an
occurrence on or after Closing and (ii) filed in a state or federal court or administrative
agency, UT or the State may elect to appear and seek dismissal at its own attorney expense.
IfUT and the State elect not to appear and seek dismissal, or the claim is not dismissed, UHS
shall defend the claim, subject to obtaining any applicable statutory approvals.

(¢) In accordance with its indemnification and hold harmless obligations under this
Article X, UHS shall pay all Damages under a claim defended by UT or the State pursuant to Section
10.6(b); provided, however, that the ebligation of UHS to pay aftorney expenses of UT and the State
shall be limited by applicable provisions of Section 10.6(b). Notwithstanding any provision of
Section 10.6 fo the contrary, UHS shall have the right to participate in the defense of any claim for
Damages for which it may become liable under this' Agreement or applicable law; provided,
however, UHS understands and agrees that under current law, UHS is not entitled to appear and
defend a claim under the Tennessee Claims Commission Act.

‘ (d) UT and the State shall have the right, through legal counsel, to monitor and review the
defense by UHS of any clairn for Damages in which UT, the State, or UT or State employees in their
official capacities are named as defendants. UHS shall obtain the approval of legal counsel for UT
or the State prior to raising sovereign immunity or other legal defenses on behalf of UT, the State,
or UT or State employees in their official capacities, UHS shall not raise the defense of sovereign
* immunity as to any claim for Damages against UHS, its agents, officers, directors, employees or
successors if the claim arose out of, was atfributable to or was in connection with any act or omission
on or after Closing by UHS, its agents, officers, directors, employees or successors. Nothing herein
shall be construed to prohibit UHS from raising the defense of sovereign immunity as to any ¢laim
arising out of, attributable to or in connection with an act or omission by UT, the State ora UT or
State employee, as long as the defense would have been properly raised by UT, the State, or a UT
or State employee.

(e) Nothing in this Section 10.6 shall be construed to obligate UHS to indemmify, defend and
hold harmless a UT Hospital Employee against individual or personal liability for Damages arising
out of, attributable to, or in conmection with, willful, malicious, or criminal acts or omissions, or acts
or omissions done for personal gain.

10.7 Injunctive Relief. In addition to the other remedies described in this Article X, to the
extent permitted by law, the parties may pursue injunctive relief with a court of competent
jurisdiction for enforcement of the provisions of this Agreement; provided however that injunctive
relief against UT or the State shall be available, if at all, only pursuant to.the provisions of the
Tennessee Claims Commission Act.
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ARTICLE X1
FINANCING
11.1  Lessee's Right to Obtain Financing. At any time, and from time to time, during the

Term hereof, Lessee shall have the sole responsibility for obtaining, and the right and privilege to
obtain, and shall be entitled fo all proceeds of, all financing (including, without limitation, interim,
permanent, capital improvements, and equity) secured by or benefitting the Facilities, or any part
thereof, and all refinancing of all or aty part of such financing (interim, permanent, capital
improvements, and equity), subject to the terms and conditions of this Article XI.,

11.2 Limitations on Financing. Lessee's rights to obtain such financing and refinancing
shall be subject only to the following conditions:

{2)  The Person providing any such financing or refinancing shall agree that Lessor shall
not be liable for the payment of such indebtedness or the performance of any of the covenants
contained in the documents securing payment thereof, provided, however, subject to the
requirernents of the Enabling Legislation, that the above provisions shall not be deemed to exculpate
Lessor from any liability it may ever have to such mortgagee, as the successor-in-interest of the
Lessee hereunder, by reason of Lessor's covenants, obligations, and warranties set forth herein,
including, but not limited to, Landlord's warranty of title to the Facilities (except the Henley Street
Facility).

(b)  The Person providing any such financing or refinancing shall agree to give Lessor
written notice of any defanlt by Lessee thereunder and time to cure such default prior to the exercise
of any remedies such Person may have with respect to the Facilities (éxcept the Henley Street
Facility) as a result of such default, which notice and time-to-cure periods shall not be less than the
notice and time-to-cure periods granted to Lessee under the documentation evidencing such
financing, but which may run concurrently therewith. Lessor shall have no obligation to cure any
such defanlt, but any.cure performed by Lessor shall constitute an indebtedness of Lessee to Lessor
hereunder and shall be repayable to Lessor upon written demand therefor, and moreover, failure to
repay same shall constitute an event of default.

11.3 E';gh' ts of Leasehold Mortgaces.

(a) In addition to the financing or refinancing permitted pursuant to Sections 11.1 and
11.2 hereof, and subject to the limitations of Section 11.2, Lessee shall have the right at any time,
and from time to time, without Lessor's consent, to mortgage, pledge, grant deed(s) of trust, or
otherwise.encumber the leasehold estate created hereby and all or any portion of the right, title, and
interest of Lessee hereunder (defined herein as a "Leasehold Mortgage™), and to assign, hypothecate,
or pledge the same, as security for the payment of any debt to any Leasehold Mortgagee; provided
that no mortgagee, trustee; or other Person claiming by, through, or under any instrument creating
any such encumbrance on the leasehold estate created hereby, shall by virtue thereof, acquire any
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greater right in the Real Property than Lessee then had under this Agreement, except for the rights

expressly granted to such mortgagee, trustee, purchaser at foreclosure, or other Person under the

terms of this Agreement, and provided, forther, that such mortgage, deed of trust, ot other instrument

encumbering thé leasehold estate created hereby, and the indebtedness secured thereby, shall at all

times be, and rermain subject to, all of the conditions, covenants, and obligations of this Agreement

and to all of the rights of Lessor hereunder. As to any such Leasehold Mortgage in favor of a

Leasehold Mortgagee, Lessor consents to provisions therein, at the option of Lessee upon defaunlt of
Lessee under the Leasehold Mortgage: (i) for an assignment of Lessee's share of the net proceeds

from any award or other compensation resulting from a total or partial taking as set forth in Arficle

IX of this Agreement; (ii) that a default by Lessee under this Agreement shall constitute a default

under any such Leasehold Mortgage; (iii) for an assignment of Lessee's right, if any, to terminate,

cancel, modify, change, supplement, alter, or amend this Agreement; (iv) for an assignment of any

sublease to which any such Leasehold Mortgage is subordinated, subject to the rights of Lessor
hereunder; and (v) effective upon any default in any such Leasehold Mortgage: (A) for the

foreclosure of the Leasehold Mortgage pursiant to a power of sale or by judicial proceedings or other
lawful means, and the subsequent sale of the leasehold estate to the purchaser at the foreclosure sale
and a sale by such purchaser and/or a sale by any subsequent purchaser; (B) for the appointment of
a receiver, irespective of whether any Leasehold Mortgagee accelerates the maturity of all
indebtedness secured by the Leasehold Mortgage; (C) for the rights of the Leasehold Mortgagee or
the teceiver to enter and take possession of the Real Property, to manage and operate the same, to
collect the subrentals, issues and profits therefrom (subject to the terms of this Agreement), and to
cure any default under the Leasehold Mortgage or any defanlt by Lessee under this Agreement; and
(D) for an assignment of Lessee's right, title, and interest in and to the premiums for, or dividends
upon, any insurance with respect to the Facilities (except the Henley Street Facility), as well as in
all refunds or rebates of real estate taxes or assessments upon or other charges against the Fdcilities
(except the Henley Street Facility), whether paid or to be paid, under a default of Lessee under the
Leasehold Mortgage. The parties recognize and agree that Tennessee Code Annotated Section 49-9-
1301 (b)(2) does not apply to any conveyance permitted by this Section 11.3.

(b)  If at amy time after the execution and recordation of any such Leasehold Mortgage,
the mortgagee or trustee therein shall notify Lessor in writing that any such Leasehold Mortgage has
been given and executed by Lessee, and shall at the same time furnish Lessor with the address to
which it desires copies of notices to be mailed, Lessor hereby agrees that it will thereafter mail to
such mortgagee or trustee at the address so given, duplicate copies of any and all notices in writing
which Lessor may from time to time give or serve upon Lessee under and pursuant to the terms and
provisions of this Agreement.

11.4 Liability of Leasehold Mortgagee. No Leasehold Mortgagee shall be or become liable
to Lessor as an assignee of this Agreement or otherwise until it expressly assumes by written
fnstrament such liability, and no assumption shall be inferred or result from foreclosure or other
appropriate proceedings in the nature thereof or as the result of any other action or remedy provided
for by any mortgage or deed of trust or ofher instrument executed in connection with such Leasehold
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Mortgage or from a conveyance from Lessee pursuant to which the purchaser at foreclosure or
grantee shall acquire the rights and interests of Lessee under the terms of this Agreement.

11.5 No Encumbrances by Lessor. Lessor will not at any time, without the prior written
consent of Lessee, which consent may be withheld with or without cavse, encumber by mortgage,
deed of trust, security agreement, easement, or other instrument in the nature thereof, the Facilities
(except the Henley Street Facility) or any part thereof, or any of Lessor's right, title, or interest
therein or in any pat thereof, |

ARTICLE XII
MISCELLANEOUS

12.1 Goveming Law. This Agreement is made, entéred into under, and shall be construed
in accordance with, the laws of the State of Tennessee.

12.2  Non-Binding Mediation. In the event 2 dispute between the parties relating to this’
Agreement, or- the Breach thereof, and if said dispute cannot be seftled through negotiation, the
parties (including senior management for Lessor and Lessee) hereto agree to attempt in good faith
to settle the dispute by non-binding mediation under non-binding mediation rules mufually

acceptable to both Lessor and Lessee. The parties must participate in good faith m non-binding
mediation, before resorting to some other dispute resolution procedure,

123 No Waiver. Subject to the provisions of the Tennessee Claims Commission Act, a
party's failure to respond to a Breach by the other party shall not operate as a waiver of their rights
vnder this Agreement or otherwise. Any delay ot omission by a parfy in its exercise of any right or
power accruing upon any Breach shall not impair or constitute a waiver of such right or power by
that party and any such right or power may be exercised from time to time and as often as may be
deemed expedient.- No act or omission of either party shall constitute a waiver of any provisions of
this Agreement unless the waiver has been agreed to in writing by the party granting the waiver.

12.4 Notice. Noticemustbe given in writing (including facsimile, but not electronic mail)
which identifies itself as a notice under this Agreement. Notice is effective on the date which is the
later of: (a) the actual date received; (b) five (5) bu siness days after the notice is deposited with the
U.S. Postal Service, postage prepaid, certified mail, return receipt requested; or (c) three (3) business
days after the notice is deposited prepaid with a national overnight package delivery service for
overnight delivery. Notice must be given to the following addresses unless the parties have given
prior notice of a change of address: :
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(A) If to Lessor:

with a copy to:

President

The University of Tennessee
800 Andy Holt Tower
Knoxville, Tennessee 37996

General Counsel
Office of the General Counsel

- The University of Tennessee

(B) -Ifto Lessee:

with a copy to:

(C) Ifto the State:

with a copy to:.

(D)  If to Bond Indenture Trustee:
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700 Andy Holt Tower
Knoxville, Tennessee 37996

President and CEO

University Health System, Inc.

The University of Tennessee Medical Center
at Knoxville

1924 Alcoa Highway

Knoxville, Tennessee 37920

M. Kevin Outterson, Esq.

Baker, Donelson, Bearman & Caldwell
1700 Nashville City Center

511 Union Street

Nashville, Tennessee 37219

Commission of Finance and Administration
First Floor, State Capitol

Nashville, Tennessee 37243

Attention; Commissioner

Office of the General Counsel
The University of Tennessee
719 Andy Holt Tower
Knoxville, Tennessee 37996
Aftention: General Counsel

_First Tennessee Bank National Association

511 Union Street, 3rd Floor

Nashville, Tennessee 37219-1736

Attention: William F. McCormick



F

i}

with a copy to: Stokes & Bartholomew, P.A.
424 Church Street, Suite 2800
Naghville, Tennessee 37219-2386
Attenfion: Cynthia Mitchell Bamett

12.5 Entire Agreement. This Agreement, together with the Schedules attached hereto and
the. Affiliated Agreements, constitutes the entire understanding between the parties hereto regarding
the subject matter of this Agreement. Any prior oral or written agreements, promises, negotiations
or representations relating to the subject matter of this Agreement not expressly set forth in this

- Agreement are of no force or effect.

12.6 No Third-Partv Beneficiaries. This Agreement does not confer any benefit orright
upon any Person other than the parties hereto, and no party claiming third-party beneficiary status

* shall be entitled to enforce any obligations, responsibility or claim of any party to this Agreement.

12.7 Nonassignment. This Agreement may not be assigned by the Lessee without the
express prior written consent of the Lessor; except that the Lessee may assign this Agreement to
Affiliates, including a parent, subsidiary, or brother-sister corporation created pursuant fo the
Enabling Legislation, without the consent of the Lessoz.

12.3 artj.gla and Section Headings, All article and section headngs are included for
convenience only and shall not be considered a part-of nor shall they affect in any manner the
construction or interpretation of this Agreement.

12.0 Severability. If any one or morte of the sentences, sections or other portion of this
Agreement shall be determined by a court of competent jurisdiction to be invalid, the invalidity of
any such sentence, section or other portion of this Agreement shall in no way affect the validity or
effectiveness of the remainder of this Agreement, and this Agreement shall continue in force fo the
fullest extent permitted by law.

12.10 Amendment. This Agreement may only be amended by a written agreement duly
executed by Lessee and Lessor.

12.11 Covenants Considered Material. All covenants made by Lessor or Lessee herein shall
be considered to be Material to the Agreement.

12.12 Multiple Counterparts. This Agreement may be executed in multiple counterparts,
each of which shall be regarded for all purposes as an original constituting but one and the same
instrument.

12.13 No Personal Liability. Notwithstanding anything to the contrary contained herein,
or in any Affiliated Agreement, no stipulation, covenant, agreement or obligation contained herein
or therein shall be deemed or construed to be a stipulation, covenant, agreement or obligation of any
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present or future member, director, trustee, affiliate, officer, employee or agent of Lessor or Lessee
or of any incorporator, member, director, trustee, affiliate, officer, employee or agent of any
successor to Léssor or Lessee, in any such person's individual capacity, and no such person, in his
individual capacity, shall be liable personally for a breach or nonobservance of or for any failure to
perform, fillfill or comply with any such stipulations, covenants, agreements or obligations, and all
such liability of any such person, in his individual capacity, is hereby expressly waived and released.

12.14 Good Faith. Good faith is the essence of this Apgreement. Lessor and Lessee each
agrees to exercise good faith and commercial reasonableness in the interpretation, performance and
enforcement of this Agreement.

12.15 Auditing Records. Lessee shall maintain documentation for all charges against the
State or Lessor under this Agreement. The books, records, and documents of Lessee, insofar as they
relate to work performed or money received under this Agreement, shall be maintained for a period
of three (3) full years from the date of the final payment and shall be subject to andit, at any
reasonable time, and upon reasonable notice, by the State, the Comptroller of the Treasury, Lessor,
or their duly appointed representatives. The financial statements shall be prepared in accordance
with generally accepted accounting principles.

12.16. Consents and Approvals. Whenever the written consent or approval of Lessor or
Lessee or any officer thereof, shall be required under the provisions of this Agreement, such consert
or approval shall not be unreasonably withheld, conditioned, or delayed.

12.17 Recording. The parties agree that a short form memorandum of this Agreement, in
customary form, may be recorded in the Register's Office for Knox County, Tennessee.

- 12,18 Relationship of Parties. Nothing contained in this Agreement shall be construed or
deemed by the parties hereto or by any third-party to create a relationship of partnership or of joint
venfure or of any association whatsoever between and among Lessor and Lessee.

12.19 Timeis of the Egsence. Time is of the essence in the performance by each party of
its obligations hereunder,

1220 No Merger. There shall be no merger of this Agreement or of the leasehold estate
created hereby by reason of the fact that the same person or Person may acquire, own or hold,
directly or indirectly: (a) this Agreement or the leasehold estate created hereby or any interest in this
Agreement or such leasehold estate; and (b) the fee estate in the Real Property.

M IMB 250246.26
786393-010 007199

- 40 -



b

ARTICLE X1lI
DELIVERIES

13.1 Deliveries fo Lessor Simultaneonsly with the Closing (or, when so noted,
simultaneonsly with the Signing Date), Lessee shall deliver the following to Lessor:

(a) Certified Resolutions of Lessee. Resolutions of the Boards of Directors of Lessee,
duly certified as of the date hereof by the Secretary of Lessee, authorizing the execution, delivery and
performance of this Agreement and the Affiliated Agreements by Lessee. This resolution shall be
delivered on the Signing Date.

(b) . Affiliated Agreements. The Affiliated Agreements executed by a duly authorized
officer of Lessee. These deliveries shall be made on the Signing Date.

(c) Legal Opinion. An opinion of connsel-for Lessee in form and substance satisfactory
to Lessor and Lessee conceming the Lessee’s representations and warranties made hereunder.

(d)  Schedules. The Schedules described in this Apreement which are the responsibility
of Lessor, correct and complete when given and as of the Closing.

= (o) Other Instruments. Such other instruments, certificates and other documents as may
be reasonably requested by Lessor to effectuate the transactions contemplated by this Agreement.

13.2 eliveries o Lessee. Simultancously with the Closing (or, when so moted,
simultaneously with the Signing Date), Lessor shall deliver the following to Lessee:

(a)  Certified Resolutions of Lessor. Resolutions of the Board of Trustees of Lessor, duly
certified as of the date hereof by the secretary of the Board of Trustees, authorizing the exccution,
delivery and performance of this Agreement by Lessor. This resolution shall be delivered on the
Signing Date, -+ - :

(b)  Affiliated Agreements. The Affiliated Agreements authorized by a duly authorized
officer of Lessor and, where applicable, the State. These deliveries shall be made on the Signing
Date,

(c) ill of Sale and Assi t. A Bill of Sale and Assignment in the form attached
hereto and incorporated herein (as adjusted at the Closing by mutual consent) as Schedule 13.2(c)
warranting and conveying to Lessee good, valid, and marketable title fo the Operating Assets free
and clear of all liens, mortgages, pledges, encumbrances, security interests, covenants, resirictions,
defects in title, and other burdens, except for the Permitted Encumbrances.
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(d)  Certificates of Title, Certificates of title to all motor vehicles that constitute
Equipment endorsed by Lessor, together with completed originals of any forms required by tha State
to transfer the same, free and clear of all liens.

(e) ent of Leases and Contracts. An effective and enforceable assignment to
Lessee of those Asmgned Leases and Contracts as Lessee shall designate.

® Legal Opinion. A favorable opinion from the UT Office of General Counsel ina
form mutually satisfactory to Lessor and Lessee.

(2) Sched.ules The Schedules described in this Agreement which are the responsibility
of Lessee, correct and complete when given and as of the Closing,

(h)  Approvals. Certified evidence of the approvals required under the Enabling
Legislation, '

6] Other Instruments. Such other instruments, certificates and other documents as may
be reasonably requested by Lessee to effectuate the transactions contemplated by this Agreement.
This provision shall survive the Closing.
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IN WITNESS WHEREOF, the parties hereto have caused this Agrecment to be executed
under seal as of the day and year first above written.

Aftest:

- By: v/@"\hl}/}n WLW

Title:_ Aot éu,, Publie

Attest:

s b e

mlc k’ﬁm} Yublic

Attest:

By: %{»LW’-}}] -__71? oy

Pu-})LL-L/

Title: (/470 >

M IMB 250246 26
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!gggsnr:

~

THE UNIVERSITY OF TENNESSEE

By: W

Title: {{ Presided ( J

LESSEC:

UNIVERSITY HEALTH SYSTEM, INC.
P
By(_ - // Z
Title:__{resi dewk i CEO /’V

State:

THE STATE OF TENNESSEE, BY AND
THROUGH ITS COMMISSIONER OF
FINANCE AND ADMINISTRATION

| By:/ /\J\M’d\ QSQ/\QU—MV‘\

-43 -
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Approved:

THE ATTORNEY GENERAL OF
THE STATE OF T SSEE

M JMB 250246.16
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STATE OF TENNESSEE
COUNTY OF Déwidsen

Before me, Kﬁf( én M ; M po (& , 2 Notary Public in and for the State and
County aforesaid, personally appeared JpSeph £, \Jc}‘m_ﬁ on , with
whom I am personally acquainted (or proved fo me onl the basis of satisfactory evidence), and who,
upon oath, acknowledged himself (or herself) to be the Presi dert” of THE
UNIVERSITY OF TENNESSEE, the within named bargainer, a 4tete Gaency,mdthat he
as such “President” , being duly authorized so to do, executed the foregoing

instrument for the purposes therein contained, by signing the name of the university by Rimselfas.
such Zsid

WITNESS my hand and seal at office, on this the ?’H‘ day of J ul \‘1 , 1999,
%&wd M. Mo
Nojtary Public
My Commission Expires:

Jﬁﬁ/ﬂ; GID . “
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ACKNOWLEDGMENT

STATE OF TE SSEE
COUNTY OF i;iigg.g Son ;

Before me, - KGJ' 24 /M ‘ _MOD (e, aNotary Public in and for the State and
County aforesaid, persondlly appeared £ Dilbeey , with
whom I am personally acquainted (or proved to me on the basis of satisfactory cvitflf:nce), and who,
upon oath, acknowledged himself (or herself) to be the Veesideot ¢ CEO  of
UNIVERSITY HEALTH SYSTEM, INC., the within named bargainor, a corporation, and that _he
as such Presidet ¢ CEO . being duly authorized so to do, executed the foregoing
instrument for the purpps%s therein contained, by signing the name of the corporation by b'tﬁ\sclf as
such Jresidest ¢ CEO.

' ¢

WITNESS my hand and seal at office, on this the ﬂ h dayof j V4 l\;} , 1999,
Notayy Public

My Comnission Expires:

7Y\LL%1/ 2%, 5680
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SCHEDULE 1.56(a)
REAL PROPERTY

BOUNDARY DESCRIPTIONS

BEING SITUATED IN DISTRICT NO, 9, KNOX COUNTY, TENNESSEE, AND WARD NO, 24 OF THE CITY OF
KNOXVILLE, AND BEING MORE PARTICULARLY BOUNDED AND DESCRIBED BASED ON DRAWING NO,
98144 BY URBAN ENGINEERING, INC., FARRAGUT, TN, AS FOLLOWS:

TRACT 1

Beginning at a concrete right of way monument in the northeastemn right of way line of Cherokee Trail at the
intersection of said line with the southeastern right of way line of Old Cherokee Trail, said monument having Tennessee
Lambert Grid Co-ordinates N590,364.5; E 2,577,930.2; thence, from said point of beginning with the tight of way line
of Old Cherokee Trail, eight consecutive calls as follows:

N34°56'E 145,63 feet to an iron pin;

With the arc of a curve to the left 203.00 feet to a P.K. nail, said curve having a radius of 300.04 feet
and a chord of N16°49'E, 199.15 feet; '
N2°34"W 20.05 feet to an iron pm,

S87°26"W 80,00 feet to an iron pm, said pin being defined as Point “A' for further reference herein;
S2734°E 20.05 feet to an iron pin;

with the arc of a curve to the right 148,88 feet to a P.K. nail, said curve having a radius of 220.04 feet
and a chord of S16°49'W 146,03 feet;

S36°12'W 129.74 feet to an iron pin;

NB89® 02‘W 31.49 feet to a drill hole in a concrete curb;

thcnce with the northern right of way line of Cherokee Trail, a total of seven consecutive calls, as follows:

9.

10.
iL
12,
13,

14.
15.

with the arc of a curve to the left 317.14 feet to an iron pin, said curve having a radius of 714.81 feet
and a chard of N72°35'W 314.54 feet;

NB82°48'W 114.71 feet to a P.K. nail;

S80°41'W 599,77 feet to an iron pin;

S85°39'W 277.15 feet to an iron pin;

with the arc of a curve to the right 99.42 feet to an iron pin, said curve having a radius of 329.26 feet
and a chord of N85°42'W 99.04 feet;

NS55°09'W 140.19 feet to an iron pin;

NB2°25'W 256,16 feet to an iron, pin;

thence, with a line which is the common boundary of property of the University of Tennessee further described
herein as Tract 2, a fotal of two consecutive calls as follows:

lé.
17.

NB°52'W 310,00 feet to an iron pin;
N30°33'E 1177.52 feet to an iron pin;

thence, severing remaining praperty of the University of Tennessee, generally following the south edge of an
existing driveway, a 1o1al of eight consecutive calls as follows:

18,
18

20.
21,
22,

23.

M JMB 250246.26
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NB0°43'E 347,79 feet to an iron pin;

with the arc of a'curve to right 123,02 feet to an iron pin, said curve having a radius of 325.0 feet and
a chord of 588°26'E 122.29 feer;

S77°35'E 114.28 feet to an iron pin;

S83°48'E 30.16 feet 1o an iron pin;

with the arc of a curve to the left 111.00 feet fo an iron pin, said curve havmg a radius of 350.0 feet
and a chord of N87° 07'E 110.54 feet to an iron pin;

N78°02'E 67.93 feet ta an iron pix;
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24, NS58°05'E 105,99 feet fo an iron pin;
25, N56°23'E 133.11 feet to an iron pin;
thence, continuing with a line severing remaining property of the University of Tennessee, 4 fotal of two
consecutive calls, as follows:
26. N56°23'E 147.76 feet to an ivon pin near the banks of Fort Loudoun Lake;
27. N56°23'E approximately 70 feet to a point on the 808 contour on the southem shoreline of Fort
Loudoun Lake;
thence, southeasterly with the meanders of the 808 contour along the southem shoreline of Fort Loudoun Lake
approximately 1120 feet to a point, said meander line having a chord of $59°38'F 1085. 66 feet; thence, with
property of Cherokee Bluff Co-owners Council, Inc., a total of five consecufive calls as follows:
28. S1°39'W approximately S0 feet to an iron pin near the banks of Fort Loudoun Lake;
29, S1°39"W 174.27 feet to a concrete montment, said monmment having Tennessee Lambert Grid Co-
ordinates N591,380.9 E 2,578,738.3;
30, S18°20W 24, 92 feet to an iron pin;
31. with the eastern boundary of Tract 5 further descnbed herein S18°20"W 162.78 feet to an iron pin;
32, S1B°20'W 12B3.28 feet to a concrete right of way monument;
thence, with the northeastern right of way line of Cherokee Trail, a total of two consecutive calls as follows:
33. N32°13'W 166.80 feet fo a concrete right of way monument;
34, N47°03'W 350,58 feet to the point of beginning;
and containing 72.50 acres after excluding Tracts 3,4,5,6, and 7 as further described berein,

IRACT 2

Beginning at a concrete right of way monument in the eastern right of way line of Alcoa Highway (U.S. 129),
said monument having Tennessee Lambert Grid Co-ordinates N590,687.3, E2,575,777.5; thence, from said
point of beginning with the eastem right of way line of Alcoa Highway, a total of four consecutive calls as
follows:
35. N9°22'W 370.38 feet to a concrete right of way monument; -
36. N9°22'W 391,31 feet to an iron pin;
37, '882°53'W 10.0 feet to an iron pin;
38. -N7°00'W 107.37 feet to an iron pin;
thence, severing remaining property of the University of Tennessee, generally following the east, then south
edge of an existing driveway, a total of twelve consecutive calls as follows:
39, with the arc of a curve to the left 108.79 feet to an iron pin, said curve having a radius of 75.0 feet and
a chord of N34°34'E 99.50 feet;
40. N7°00'W 78.11 feet to an iron pin;
41, with the arc of a curve to the right 42,46 feet to an iron pin, said curve having a radius of 25,0 feet and
a chord of N41°40'E 37.54 feet; ’
42, SB9°41'E 158.31 feet to an iron pin;
43, SBB8°36'E 327.55 feet to an iron pin;
44, $87°00'E 60.50 feet to an jron pin;
45, NB4°45'E 52.73 feet to an iron pin;
46. N86°24'E 135,52 feet to an iron pin;
47. with the arc of a curve o the left 41.80 feet o an iron pin, said curve having a radius of 35.0 feet and
a chord of N32°11'E 39.36 feet;
4R, NI17°58'E 4B.05 feet'to an iron pin; '
49, with the arc of a curve 1o the right 60.24 feet to an iron pin, said curve having a radius of 53.0 feet and
a chord of N49°21'E 57.27 feet;
50. NBQ°43'E 117.73 feet to an iron pin; ]
thence, continuing with a line which is the common boundary of property of the University of Tennessee
previously described herein as Tract 1, a fotal of two consecutive calls as follows:
51. 830°33'W 1177,52 feet to an iron pin;
52, S$8°52'E 310.00 feet to an iron pin;
thence, with the right of way of Alcoa Highway four consecutive calls as follows:
53. NB2°25'W 16.95 feet to an iron pin :

-
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54. 834°04'W 130.0 feet o an iron pin;

55. NB5°02'W 142,85 feet to an iron pin;

56, N1B8°40'W 254.95 feet to the poinf of beginning;
and containing approximately 15.215 acres.

TRACT3

To reach the point of beginning commence at above defined point "A'; thence, N17°00'E 48,15 feet to an iron
pin; thence, N2°16"W 311.20 feet to an iron pin which is the point of beginning; thence from said point of
beginning with the common boundary of Tract 4 as further described herein S87°55'W 287.50 feet to an iron
pin; thence, severing Tract 1 as previously described herein, a total of six consecutive calls as follows:

57. N1°21'W 300,03 feet to an iron pin;

58. N87°55'E 262,30 feet tq an iron pin;

39. S10°49°E 49.40 feet to an iron pin;

* 60. SB°49'E 60.0 feet to an iron pin;

61, S5°49'E-98.0 feet to an iron pin;

62, S2°22'E 9380 feet to the point of beginning;
and containing approximately 1.924 acres.

TRACT 4

To reach the point of beginning commence at above defined Point “A'; thence, N17°00'E 48,15 feet to an iron
pin; thence, N2° 19"W 311.20 feet to an iron pin which is the point of beginning; thence, from said point of
beginning severing Tract 1 as previously described hcrem, a total of four consecutive calls as follows:

63. S2°19E 311.20 feetto an uonpm

64, SB7°55'W 403,36 feet to an iron pin;

65. N2°05'W 311.20 feet to an iron piu,

66, NB7°55'E 114.59 feet to an iron pin;
thence, with the common boundary of Tract 3 as previously described herein N87° 55'E 287.50 feet to the point
of beginming; and containing approximately 2.877 acres.

TRACTS

To reach the point of beginning, commence at a concrete monument in the common boundary between
Cherokee Bluff Co-Owners Council, Inc., and Tract I as prewously described herein, said monument having
Tennessee Lambert Grid Co-ordinates N591 380.9 E2,578,738.3; thence, S18°20"W 24.92 feetto an iron pin
which is the point of beginming; thence, from said point of beginning with the boundary of Cherckee Bluff Co-

. Owners Coungil, Tnc., S18°20"W 162.78 feet to an iron pin; thence, severing Tract 1 as previously described

herein, a total of nine consecutive calls, as follows:

67. N69°35'W 83.06 feet to an iron pin;

68, SB87°28'W 208.67 feet to an iron pin

69. N41°06'W 13.32 feet to an iron pm

70, N89°43'W B.29 feet to an iron pm,

71, N2°06'W 89.21 feet to an iron pin;

72, N85°12'E 200,78 feet to an iron pin;

73. N7°30'E 39.34 feet to an iron pin;

74, N72°29'E 10.12 feet to an iron pim;

75. SB0°45'E 144.83 feet to the point of beginning;
and containing approximately 0.938 acres.
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TRACT §

To reach the point of beginning, commence at a concrefe monument in the common boundary between
Cherokee Bluff Co-owners Council, Inc. and Tract 1 as previously described herein, said momment having
Tennessee Lambert Grid Co-ordinates N591,380.9, E2,578,738.3; thence, N5%°55"W 483.96 feet ta an iron
pin, which is the point of beginhing; thence, from said point of beginning severing Tract 1 as previously
described herein, a total of ten consecutive calls, as follows:

76. 887°47'W 272.33 feet to an iron pin;

77. N30°10'W 34.12 feet to an iront pin;

78. N54°12'E 40.29 feet to an iron pin;

79, N58°54'E 18.66 fect to an iron pin;

80. N58°23'E 29.87 feet to an iron pin;

81. NIO"03‘E 26.31 feet to an iron pin;

82. N53°50'E 47.61 feet to an iron pin, said pin being defined as Point 'B' for further reference herein;

83, NB89°34'E 121.56 feet to an iron pin; :

84, 535°51'E 81.49 feet to an iron pin;

85. S3°06'E 56.75 feet to the point of beginning;
and containing approximately 0,652 acres, '

IRACT 7

To reach the point of beginning, commence at above referenced Point "B thence, N58°24'W 159,32 feet to
an iron pin which is the point of beginning; thence, from said point of beginning, severing Tract | as previously
described herein four consecutive calls, as follows:

B6. S856°09'W 168.19 feet to a P.K. pail;

87. N28°45'W 114.02 feet to a P K. nail;

88, NG61°16'E 167.29 feet fo an iron pin;

89. 528°33'E 99.02 feet to the point of beginning;
and containing approximately 0,409 acres,

All of the above described Tracts 1 through 7 being a portion of the same property conveyed to the State of Tennessee
as Trustee for the use and benefit of the University of Tennessee by deeds from Knox County, Tennessee dated January
26, 1916 and July 22, 1942 recorded at Deed Book 285, page 397 and Deed Boak 645, page 180, respectively, Register's
Office for Knox County, Tennessee. '

ACCESS EASEMENT TO TRACT 3

To reach the point of beginning commence at above referenced Point 'A'; thence, N87°26'E 15.93 feet along
the morth right of way line which terminates Old Cherokee Trail right of way to a point which is the point of
beginning; thence, severing Tract 1, previously described herein N2° 19'W 45,37 feet to an iron pin; thence with
the eastern boundary of Tract 4 previously described hetein N2°1 9'W 311.20 feet to an iron pin; thence, with
the eastern boundary of Tract 3 previously described herein N2°22"W 93.80 feet to an iron pin; thence, two
consecufive calls severing Lot 1 previpusly described herein, as follows:

90. N87°38'E 40.0 feer to a point;

91. 52°22'E 93,81 feet 1o a point;

92. S2°19'E 356.42 feet to a point;
thence, S87°26'W 40.0 feet with the porth right of way line which terminates Old Cherokee Trail right of way
to the point of beginning,
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DEPARTMENT OF HEALTH & HUMAN SERVICES Public Health Service

Food and Drug Administration
10903 New Hampshire Avenue
Document Control Center — W0O66-G609
Silver Spring, MD 20993-0002

Siemens Medical Solutions USA, Inc. November 19, 2014
% Ms. Nadia Sookdeo

Regulatory Affairs Technical Specialist

51 Valley Stream Parkway

MALVERN PA 19355

Re: K141977
Trade/Device Name: Software syngo MR E11A for the MAGNETOM systems Aera/Skyra
Regulation Number: 21 CFR 892.1000
Regulation Name: Magnetic resonance diagnostic device
Regulatory Class: 1I
Product Code: LNH, LNI, MOS
Dated: October 31, 2014
Received: November 3, 2014

Dear Ms. Sookdeo:

We have reviewed your Section 510(k) premarket notification of intent to market the device
referenced above and have determined the device is substantially equivalent (for the indications
for use stated in the enclosure) to legally marketed predicate devices marketed in interstate
commerce prior to May 28, 1976, the enactment date of the Medical Device Amendments, or to
devices that have been reclassified in accordance with the provisions of the Federal Food, Drug,
and Cosmetic Act (Act) that do not require approval of a premarket approval application (PMA).
You may, therefore, market the device, subject to the general controls provisions of the Act. The
general controls provisions of the Act include requirements for annual registration, listing of
devices, good manufacturing practice, labeling, and prohibitions against misbranding and
adulteration. Please note: CDRH does not evaluate information related to contract liability
warranties. We remind you, however, that device labeling must be truthful and not misleading.

If your device is classified (see above) into either class II (Special Controls) or class 1II (PMA),
it may be subject to additional controls. Existing major regulations affecting your device can be
found in the Code of Federal Regulations, Title 21, Parts 800 to 898. In addition, FDA may
publish further announcements concerning your device in the Federal Register.

Please be advised that FDA’s issuance of a substantial equivalence determination does not mean
that FDA has made a determination that your device complies with other requirements of the Act
or any Federal statutes and regulations administered by other Federal agencies. You must
comply with all the Act’s requirements, including, but not limited to: registration and listing (21
CFR Part 807); labeling (21 CFR Part 801); medical device reporting (reporting of medical
device-related adverse events) (21 CFR 803); good manufacturing practice requirements as set
forth in the quality systems (QS) regulation (21 CFR Part 820); and if applicable, the electronic
product radiation control provisions (Sections 531-542 of the Act); 21 CFR 1000-1050.

Attachment B, I, E, 1, ‘
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Page 2—Ms. Sookdeo

If you desire specific advice for your device on our labeling regulation (21 CFR Part 801), please
contact the Division of Industry and Consumer Education at its toll-free number (800) 638 2041
or (301) 796-7100 or at its Internet address
http://www.fda.gov/MedicalDevices/ResourcesforYou/Industry/default.him. Also, please note
the regulation entitled, “Misbranding by reference to premarket notification” (21 CFR Part
807.97). For questions regarding the reporting of adverse events under the MDR regulation (21
CFR Part 803), please go to
http://www.fda.gov/MedicalDevices/Safety/ReportaProblem/default.htm for the CDRH’s Office
of Surveillance and Biometrics/Division of Postmarket Surveillance.

You may obtain other general information on your responsibilities under the Act from the
Division of Industry and Consumer Education at its toll-free number (800) 638-2041 or (301)
796-7100 or at its Internet address

htip://www.fda.eov/MedicalDevices/ResourcesforY ou/Industry/default. htm.

Sincerely yours,

7 b
///Ld/ - ) __//; 74

Janine M. Morris
Director
Division of Radiological Health
Office of In Vitro Diagnostics
and Radiological Health
Center for Devices and Radiological Health

Enclosure



DEPARTMENT OF HEALTH AND HUMAN SERVICES Form Approved: OMB No. 0910-0120
Food and Drug Administration Expiration Date: January 31, 2017
Indications for Use See PRA Statement below.
510(k) Number (if known)
K141977
Device Name

MAGNETOM Aera and MAGNETOM Skyra

Indicatlons for Use (Describs)

The MAGNETOM systems described above are indicated for use as a magnetic resonance diagnostic device (MRDD) that
produces transverse, sagittal, coronal and oblique cross sectional images, spectroscopic images and/or spectra, and that
displays the internal structure and/or function of the head, body, or extremities.

Other physical parameters derived from the images and/or spectra may also be produced. Depending on the region of
interest, contrast agents may be used. These images and/or spectra and the physical parameters derived from the images
and/or spectra when interpreted by a rained physician yield information that may assist in diagnosis.

The MAGNETOM systems described above may also be used for imaging during interventional procedures when
performed with MR compatible devices such as in-room display and MR-Safe biopsy needles.

Type of Use (Select one or both, as epplicable)
X Prescription Use (Part 21 CFR 801 Subpart D) [ Over-The-Counter Use (21 CFR 801 Subpart C)

PLEASE DO NOT WRITE BELOW THIS LINE — CONTINUE ON A SEPARATE PAGE IF NEEDED.

FOR FDA USE ONLY
Concurrence of Center for Devices and Radiological Health (CDRH) (Signature)

This section applies only to requirements of the Paperwork Reduction Act of 1895.
*DO NOT SEND YOUR COMPLETED FORM TO THE PRA STAFF EMAIL ADDRESS BELOW."

The burden time for this collection of information is estimated to average 79 hours per response, including the
time to review instructions, search existing data sources, gather and maintain the data needed and complete
and review the collection of information. Send comments regarding this burden estimate or any other aspect
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510(k) Summary

This summary of 510(k) safety and effectiveness information is being submitted in accordance with
the requirements of Safe Medical Device Act 1990 and 21 CFR § 807.92,

l. General Information

Establishment Siemens Medical Solutions USA. Inc.
51 Valley Stream Parkway
Mail Code D02
Malvern, PA 19355, USA

Registration Numbev 2240869
Date Prepared October 31, 2014
Manufacturer Siemens AG

Henkestrasse 127
D-91052 Erlangen, Germany
Registration Number: 3002808157

SIEMENS SHENZHEN MAGNETIC RESONANCE LTD,
Siemens MRI Center

Hi-Tech Industrial park (middle)

Gaoxin C. Ave., 2"

Shenzhen 518057, P.R. CHINA

Registration Number: 3004754211

Contact Person Ms. Nadia Sookdeo
Regulatory Affairs Technical Specialist
Siemens Healthcare

Siemens Medical Solutions USA, Inc.
Customer Solutions Group

51 Valley Stream Parkway

Mail Code D02

Malvern, PA 19355, USA

Phone: (610) 448-4918

Fax: (610) 448-1787

Device Name Software syngo MR E11A for the MAGNETOM systems Aera/Skyra

Trade Names: MAGNETOM Aera
MAGNETOM Skyra



Classification Name:

Classification Panel: Radiology

CFR Code: 21 CFR § 892.1000
Classification: Class Il

Product Code:

Predicate Device

Primary: LNH, Secondary: LNI, MOS

Magnetic Resonance Diagnostic Device (MRDD)

Predicate Device Name FDA Clearance | Product Manufacturer
Number and Date code
syngo MR D13A for the K121434, cleared LNH Siemens AG
MAGNETOM systems
November 05, 2012 LNI,MOS

Aera/Skyra(/Avanto/Verio)

Reference Devices

Thalassaemia Tools cleared with K073194 on February 14,

2008
Product FDA Clearance | Product Manufacturer
Number and Date code
syngo MR D13A for the K121434, cleared LNH Siemens AG
MAGNETOM systems November 05. 2012
Aera/Skyra(/Avanto/Verio) ’ LNI,MOS
Tim TX True Shape and syngo
23510 cl
MR D13C for MAGNETOM k123510 cleared May | |y Siemens AG
17,2013
Skyra
Software update syngo MR LNH
D13A-AP-AA to syngo MR D13A Etiiﬁ’éecr'%irezi 13 Siemens AG
for MAGNETOM Aera/Skyra ! LNI,MOS
VIR D13A with sgctione oce) | <1335 ceared | .
_ ' December 12, 2013 Siemens AG
coils
Thalassaemia Tools (e LLZ Cardi.ovascula'r
February 14, 2008 Imaging Solutions
Ltd.
svnao.MR Neurolo K121459 cleared June | LLZ, _
yngo. gy 22, 2012 LNH Siemens AG
. K090038 cleared April
syngo BreVis 29, 2009 LNH Siemens AG
N.IAC,J:NETOM AitlstCombl K140253 cleared LNH,
Suite” for the MAGNETOM March 20. 2014 Siemens AG
systems Aera/Skyra ! MOS
K121160 cleared July LNH, Siemens Shenzhen
MAGNETOM Spectra 16, 2012 LN, MOS Magnetic

Resonance Ltd.




Product FDA Clearance | Product Manufacturer
Number and Date code
MAGNETOM Aera with syngo K132951 cleared LNH )
MR D13E November 15, 2013 Siemens AG
Pediatric 16, a 1.5T Tim Coil/
o | dewny | o
¥ yng 11,2014 QED

E11A




1. Safety and Effectiveness Information Supporting Substantial Equivalence

Intended Use

The MAGNETOM systems [MAGNETOM Aera and MAGNETOM Skyra] are indicated for use as a
magnetic resonance diagnostic device (MRDD) that produces transverse, sagittal, coronal and
oblique cross sectional images, spectroscopic images and/or spectra, and that displays the internal
structure and/or function of the head, body, or extremities.

Other physical parameters derived from the images and/or spectra may also be produced.
Depending on the region of interest, contrast agents may be used. These images and/or spectra
and the physical parameters derived from the images and/or spectra, when interpreted by a
trained physician, yield information that may assist in diagnosis.

The MAGNETOM systems may also be used for imaging during interventional procedures when
performed with MR compatible devices such as in-room display and MR-Safe biopsy needles.

Device Description

The subject device, software syngo MR E11A for MAGNETOM Aera and MAGNETOM Skyra offers
two new applications, LiverLab (an application of non-invasive liver evaluation) and MyoMaps (an
application designed to provide a means to generate pixel maps for myocardial MR relaxation
times). In addition, software syngo MR E11A makes the Dot Cockpit available for the user to modify
and create Siemens Dot Engine workflows in a very intuitive way which supplements some of the
support of an application specialist. The software syngo MR E11A also includes new and modified
sequences as well as minor modifications of already existing features. In addition, three additional
coils are offered and some hardware components have been modified.

Siemens Medical Solutions, USA Inc., intends to market MAGNETOM Aera and MAGNETOM Skyra
with new software, syngo MR E11A. While syngo MR E11A offers additional capabilities with
respect to the predicate device, the MAGNETOM Aera and MAGNETOM Skyra have the same
technological characteristics as the predicate device (K121434; Cleared November, 5, 2012).

Furthermore, Siemens Medical Solutions, USA Inc., intends to market a new configuration of the
MAGNETOM Skyra with 24 receive channels with software syngo MR E11A,

The MAGNETOM Aera and MAGNETOM Skyra will be offered ex-factory (new production) as well as
in-field upgrades for the currently installed MAGNETOM Aera and MAGNETOM Skyra systems. The
new MAGNETOM Skyra configuration with 24 receive channels will be offered as an ex-factory
option (new production).

Technological Characteristics
MAGNETOM Aera/Skyra with syngo MR E11A and the predicate devices are substantially equivalent
with regard to acquiring MR images steps/features.

MAGNETOM Aera/Skyra with syngo MR E11A and the predicate devices are substantially equivalent
with regard to operational environment, programming language, operating system and
performance



MAGNETOM Aera/Skyra with syngo MR E11A and MAGNETOM Aera/Skyra with software syngo MR
D13A, conform to the standard for software medical devices (IEC 62304:2006) and IEC as well as
NEMA standards.

Nonclinical Tests
The following performance testing was conducted on the subject device:
e The coils were tested for SNR, image uniformity, and heating.
e Dedicated phantom testing was conducted on particular new sequences.
e Acoustic noise measurements were performed for quiet sequences
e Image quality assessments of all new/modified sequences and algorithms, were completed.
In some cases a comparison of the image quality was made between the new/modified
features and the predicate features.
e Features of LiverLab was validated with volunteer as well as phantom scans, and synthetic
raw data
e MyoMaps was tested on volunteers after ECG’s were applied. MyoMaps was compared to
Thalassaemia Tools in a 100 person study
» All other software features were verified and validated.

The results from each set of tests demonstrate that the device performs as intended and is thus
substantially equivalent to the predicate devices to which it has been compared.

Clinical Tests

No clinical tests conducted to support the subject device and the substantial equivalence argument,
however clinical images were provided to support the new coils as well as the new and modified
software features of the subject device.

Safety and Effectiveness
The device labeling contains instructions for use and any necessary cautions and warnings, to
provide for safe and effective use of the device.

Risk management is ensured via a risk analysis in compliance with I1SO 14971:2007 to identify and
provide mitigation to potential hazards in a risk analysis beginning early in the design phase and
continuing throughout the development of the product. These risks are controlled via measures
realized in software development, SW testing and product labeling. To minimize risks, Siemens
adheres to recognized and established industry practices and standards, such as the IEC 60601-1
series, to minimize electrical and mechanical risk. Furthermore, the operators are healthcare
professionals familiar with and responsible for the acquisition and post processing of magnetic
resonance images.

The MAGNETOM Aera and MAGNETOM Skyra with software syngo MR E11A

conform to the applicable FDA recognized and international IEC, 1ISO and NEMA standards with
regards to performance and safety as recommended by the respective MR FDA Guidance
Document.



Substantial Equivalence

MAGNETOM Aera and MAGNETOM Skyra with software syngo MR E11A are
magnetic resonance diagnostic devices that include nearly all of the features of MAGNETOM Aera
and MAGNETOM Skyra with syngo MR D13A.

Predicate Device Name FDA Clearance Product Manufacturer
Number and Date code

syngo MR D13A for the K121434, cleared LNH Siemens AG

MAGNETOM systems November 05, 2012

Aera/Skyra(/Avanto/Verio) ! LNI,MOS

Conclusion as to Substantial Equivalence

MAGNETOM Aera and MAGNETOM Skyra with software syngo MR E11A have

the same intended use and the same basic technical characteristics as the

predecessor devices, MAGNETOM Aera and MAGNETOM Skyra with syngo MR D13A, with respect
to the magnetic resonance features and functionalities. MAGNETOM Aera/Skyra with software
syngo MR E11A will be used for acquiring MR images (transverse, sagittal, coronal and oblique cross
sectional images, spectroscopic images and/or spectra). The predicate devices, MAGNETOM
Aera/Skyra with software syngo MR D13A, are also capable of acquiring MR images (transverse,
sagittal, coronal and oblique cross sectional images, spectroscopic images and/or spectra).

The differences between the subject device and the predicate device, which include the
aforementioned new and modified software and hardware features (mainly software), give the
subject device greater capabilities than the predicate device. While there are some technological
characteristics which vary with respect to the predicate device, the conclusions from the non-
clinical data suggest that the features (of different technological characteristics with respect to the
predicate device) bear an equivalent safety and performance profile as that of the predicate and
reference devices.

MAGNETOM Aera/Skyra with software syngo MR E11A is similar to the functionalities of the
predicate and reference devices, and does not introduce any new issues of safety or effectiveness.
Therefore, Siemens is of the opinion that MAGNETOM Aera/Skyra with syngo MR E11A does not
raise new questions of safety or effectiveness and is substantially equivalent to the currently
marketed device MAGNETOM Aera/ Skyra with software syngo MR D13A (K121434 cleared on
November 5, 2012).



EGEIVE

AUG - 4 2015

By

STATE OF TENNESSEE

DEPARTMENT OF HEALTH
OFFICE OF HEALTH LICENSURE AND REGULATION
EAST TENNESSEE REGION
7175 Strawberry Plains Pike, Ste 103
Knoxville TN 37914
Phone: 865-594-9396 Fax: 865-594-2168

July 30, 2015

Mr. Joseph Landsman, Jr., Administrator
University of Tennessee Memorial Hospital
1924 Alcoa Highway

Knoxville TN 37920

RE: 44-0015

Dear Mr. Landsman, Jr.:

The East Tennessee Region of Health Care Facilities conducted a complaint investigation on June 8-
9, 2015. An on-site revisit was conducted on . Based on the on-site revisit and review of your plan of
correction, we are accepting your plan of correction and your facility is in compliance with all
participation requirements as of July 23, 2015

If you have any questions, please contact the East Tennessee Regional Office by phone: 865-588-
5656 or by fax: 865-594-5739.

Sincerely.

K. @ 1oy | Yo

Karen B. Kirby, RN
Regional Administrator
East TN Health Care Facilities

KK: kg

TNO0036547
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SIEMENS

Siemens Medical Solutions USA, Inc.

51 Valley Stream Parkway, Malvern, PA 19355 SIEMENS REPRESENTATIVE
Fax: (866) 309-6967 Samuel Wilson - (865) 385-8514
Customer Number: 0000010899 Date: 9/26/2014

UNIVERSITY HEALTH SYSTEM INC
1924 ALCOA HWY
KNOXVILLE, TN 37920

Siemens Medical Solutions USA, Inc. is pleased to submit the following quotation for the products and services
described herein at the stated prices and terms, subject to your acceptance of the terms and conditions on the face
and back hereof, and on any attachment hereto.

Table of Contents Page
MAGNETOM SKYIA........conecrasiisinssssssisbsssssssinssssssessssus imssssssmses e mes sy 48 0s s st cemssssrss s34 4 b b 3
OPTIONS fOr MAGNETOM SKYT 1.vevvavrivrersecsieniamessssssiossnsrnsmessasssssssnssssanssmsdsss oo sses asas sh s s st 8
General Terms and CONIIONS .......voiveereeteieerieeree e see e seste st sn sasessassrss o s S Ree s ssss b aa s s oh oL LSt g
Warranty Informatlon16
CUE SEEES . oo oorses oo teresaeeesssannessnsmmneseaanssssanamssnsesanadnas s s simas i sab b e b abaa s e b h bR e e et o o0 4T S m e s following page 16

Proposal valid until 9/30/2014

Estimated Delivery Date:  3/31/2015

Estimated delivery date is subject to change based upon factory lead times, acceptance date of this quote,
customer site readiness, and other factors. A Siemens representative will contact you regarding the final dellvery

date.

The FREEZEIT application is included in this MAGNETOM MRI system configuration, but will not be delivered until
the system'’s operating software is upgraded (o the next software version. Siemens has developed a solution
(Quiet Suite) designed to reduce the operating noise level of the MRI syslem. Siemens will provide Quiet Suite at
no additional cost, should customer upgrade to this next system operating software version.

This offer is only valid if firm, non-contingent orders for Quote# 1-AAL50S, 1-AANJKF, 1-ABCB8G, 1-7J70NK, 1-
A9VBQ, 1-9YPLV1, 1-ACFGHP, 1-8XE5QP, 1-93CHMT, 1-8ZVB9OD, and Quote# 1-7U2141are simultaneously

placed with Siemens.

This is a CONFIDENTIAL, one-time offer which may not be shared with any third parties, buying evaluation groups
or anyone not directly employed by customer. This offer is only valid if a signed five-year GOLD level service

contract accompanies the equipment order.

This Quotation is specific to University Health Systems and contains information which Is confidential and
proprietary o Siemens, including but not limited to discounts and pricing. The Customer may not distribute or
disclose this quotation or any portion hereof to, or discuss any of the information (including pricing) contained
herein with, any other customer or consultant, buying group, or other third party.

Accepted and Agreed to by:

Siemens Medical Solutions USA, inc. UNIVERSITY HEALTH SYSTEM INC

By (sign): _ svgpe it € By (sign): W, B Mp 2

Name: Samuel Wilson Name: m., . Ly Le

Created: 9/26/2014 6:20:00 PM Siemens Madical Solutions USA, Inc. Confidential Page 1 of 16

PRO 1-AF9GHB

Attachment B, 11, E. 3 ‘
|



SIEMENS

Siemens Medical Solutions USA, Inc.
51 Valley Stream Parkway, Malvern, PA 19355 SIEMENS REPRESENTATIVE
Samuel Wilson - (865) 385-8614

Fax: (866) 309-6967
VP 8 (DO

Title: Account Executive Title: S
5736779

Date: Date:

All pages of the signed proposal must be returned to Siemens to process the order - Thank you.

Created: 9/26/2014 6:20:00 PM Slamans Medical Solutions USA, Inc. Confidentlal Page 2 of 16

PRO 1-AF9GHB



SIEMENS

Siemens Medical Solutions USA, In¢.
51 Valley Stream Parkway, Malvern, PA 19355 SIEMENS REPRESENTATIVE

Fax: (866) 309-6967

Samuel Wilson - (865) 385-8514

Quote Nr:

Terms of Payment:

1-A9VBQI Rev. 2

00% Dawn, 80% Delivery, 20% Installation
Free On Board: Destination

Purchasing Agreement: MEDASSETS

MEDASSETS terms and conditions apply to Quote
Nr 1-A9VBQI

MAGNETOM Skyra

All items listed below are included for this system: (See Detailed Technical Specifications at end of Proposal. )

Qty Part No.
1 14418500
1 14418502

1 08464872

1 14416914

1 14418507

Created: 9/26/2014 6:20:00 PM Siemens Medical Solutions USA, Inc. Confidentlal

PRO 1-AF9GHB

Item Description

MAGNETOM Skyra - System

MAGNETOM Skyra - 3T Tim+Dot system - the integration of the next generation Tim "Tim 4G" and Siemens unique
Det Engines (Day oplimizing throughput Engines). Shorl and open appearance (173 cm system length with 70 cm
Open Bore Design). Tim 4G with redesigned RF syslem and all-new eoil architeclure, DirectRF(tm) technology
enabling Tim's new all digital-in/ digital-out design - All-new coil architecture including Dual-Densily Signal Transfer
Technology - Whole-body superconductive Zera Hellum Boll-Off 3T magnet - TrueForm Magnet and Gradient
Design - Actively shielded waler-cooled Siemens gradient syslem - TimT¥ TrueForm for uniform RF distribution in
all bady regions - HeadiNeck 20 DirectConnect, Spine 32 DireciConnect, Body 18, Flex Large/Small 4 Dot offers
patienl personalization, user guidance and process automation. Brain Dol Engine - personalized, guided and
automated workllows - Dot Display and Dot Control Centers for efficient patlent preparation. Additional features
included: -Tim Application Suite including Neuro, Angio. Cardiac, Body, Onco, Breasl. Ortho. Pediatric and
Sejentific Suite - syngo MR sollware ncluding 10/2D PACE. synga BLADE. iPAT?, Phoenix, Inline Technologies. -
High performance host computer and measurement and recanatruction system The system (magnel, cleclronics
and control room) can be installed in 31sqm space. For syslem cooling eilher (he Eco Chiller options or the

Separalor is required.

Tim [204x48] XQ Gradients #Sk

Tim [204x48] XQ-gradients performance levet - Tim 4G's newly deslgned RF systam and innovative coll architecture
enables high resclution imaging and increased throughput. Up o 204 simultaneously connected coll elements, In
combinalion with the standard 48 independent RF channels, allow for more flexible parallel imaging. Maximum
SNR through the new Tim 4G malrix coll lechnolgy, XQ - gradients - The XQ - gradients - high performance and
linearity 1o support clinical whole body imaging at 3T. The force compensated gradient system minimizes vibration
levels and accoustic nolse, The XQ gradiants combine 45 mT/m peak amplitude with a slew rate of 200 T/m/s.

PC Keyhoard US english #Tim
Standard PC keyboard with 101 keys.

Pure White Design #T+D

The MAGNETOM Aera / MAGNETOM Skyra desian is available in different light and appealing varants which
perfectly integrates into (he different environments. The color of the main face plate cover of the Pure White Design
Variant with the Inlegrated Dot Control Centers and lhe unique Dot Display is brilliant white surrounded by a brilliant
silver trim. The asymetrical deco area on the lell side is colored while matle and also with a brillant surcounding
silver (fim. The table cover is presented also in the same color and malerial selection.

Tim Dockable Table #3k

The Tim Dockable Table is designed for maximum patient comfort and smooth patient preparation. Tim Dockable
Table can support up ta 250 kg (550 Ibs) patients withoul restricting the vertical or horizantal movement. The one
slep docking mechanism and the innovative multi-directional navigation wheel ensure easy maneuvering and
handling. Critically ill or immobile patients can now be prepared culside the examination room for maximum patient

care, flexibility and speed.

Page 3 of 16



SIEMENS

Siemens Medical Solutions USA, Inc.

51 Valley Stream Parkway, Malvern, PA 18355 SIEMENS REPRESENTATIVE
Fax: (866) 309-6967 Samuel Wilson - (865) 385-8514
Qty PartNo. Item Description

1 14405224 Composing syngo #Tim

This application provides dedlcated evaluation software for creation of full-formatl images from overlapping MR
yolume data sets and MIPs (starting from syngo MR B13) acquired al mulliple stages.

i 14409198 Native syngo #Tim
integrated software package with sequences and protocols for non-contrast enhanced 3D MRA with high spatial
resolution. syngo NATIVE particularly enables imaging of abdominal and peripheral vessels and is an alternative to
MR angiography techniques with contrast medium, especially for patients with severe renal insufficiency.

1 MR_FReezerr Body MRI FREEZEit Package
MR_FREEZE BODY MR| - FREEZE |T Package FREEZEit Body Package contains twa robust sequences for
advanced body imaging: TWIST VIBE and StarVIBE. - TWIST VIBE is a new fast, high-resolution 4D imaging
sequénce for mulli-arterial liver imaging. - StarVIBE is a motion insensilive VIBE sequence using a stack-of-stars
trajectory. NOTE: This apptication package is contingent on the customer purchase of an EVOLVE Service contract
for the scanner. Without an active EVOLVE Service Contract adtlitional costs will be incurred for installation and

activatlon of the application.

1 MR_QUIET Quiet Suite Application
MR_QUIET QUITE SUITE APPLICATION Quiet Suite enables complete, qulet examinations for neurclogy and
arthopedics with at least 70% reduction in sound pressure levels, NOTE: This application package is conlingent on
the customer purchase of an EVOLVE Service contract for the scanner. Without an active EVOLVE Service
Contract additional costs will be incurred for installation and actlvation of the application.

1 14430396 Spine Dot Engine #T+D
The Spine Dot Engine provides optinized cervical, thoracic and lumbar spine fmaging. Amaorigst various features to
support streamlined spine warkflow is Labeling of the vertebrae suggested by the system, Tim Planning Suile and
Indline Composing. synga WARP with View Angle Tilting (VAT) technique is provided for reducing in-plane
geometric distortions syngo WARP can be used throughout the body.

1 14401554 Inline Perfusion #3T
Automaltic real-time calculation of Global Bolus Plot (GBP), Percentage of Baseline at Peak map (PBP), and Time-
to-Peak map (TTP) wilh Inline technology.

1 14418563 Neuro Perfusion Evaluation,USA #T+D
Neuro Perfusion Evaluation syngo provides a task card for delalled post-processing of brain perfusion data sets.
Color display of the relative Mean Transit Time (relMTT), relative Cerebral Blood Volume (relCBY), correcled red
CBVY, and relative Cercbral Biood Flow (relCBF) Is supported. Flexible selection of the Artarial Input Function (AIF),
Furthermore a calculation of maps using the pre-selected local Arterial Input Functions (AIF) is provided. The
detailed evaluation of brain perfusion data sels generates parameler maps for TTP and PBP and for the
hemodynamic parameters relMTT, relCBV, rel CBVcor and relCBF.

1 14416945 Neuro fMRI/DTI Combi Package #T+D
The Neura IMRIDTI Combi Package is a bundle of: - Inline BOLD Imaging - 3D PACE synga - BOLD 3D Evalpation
syngo - IMRI Trigger Converter - Diffusion Tensor Imaging - DT] Evaluation - DTI Tractagraphy syngo The bundle
comprehends all acquisition and postprocessing tools for comprehensive BOLD fMRI and DTI exams. BOLD R
experiments azan be displayed fused with DTI data and anatomy. The package is particularly valuable for presurgical
planning. The 30 display of anatomical images, functional brain mapping results and DTI allows a beiter
understanding of the spallal relationship between eloquent cortices, cortical landmarks, brain lesion

of white matter.

1 14430391 RESOLVE #T+D
RESOLVE is 2 diffusion-weighted, readout segmented EPI| sequence oplimized towards high resolution imaging
with reduced distortions. The sequence uses a very shorl echospacing compared to single-shat EPI, substantially
reducing susceplibility effects. A 2D-navigalor correction Is applied 1o avold arlelactsartifacls due to motion-induced
phase arrors. This combination allows diffusion weinhted imaging of (ha breasl, prostale, braln and spinewhale
hody wilh & high level of detail and spatial precision.

1 14416965 Arterial Spin Labeling 3D #T+D
ASL i a non contrast anhanced brain perfusion technigue. A 30 volume s acquired with high SNR by using a turbo
gradient spin echo technique and an ASL preparation module to achleve clinically feasible scan times,

5 and tract shilts

Created: 9/26/2014 6:20:00 PM Siemens Medical Solutions USA, Ing. Confidential Page 4 of 16

PRO 1-AF3GHB



SIEMENS

Siemens Medical Solutions USA, Inc.

51 Valley Stream Parkway, Malvern, PA 19355 SIEMENS REPRESENTATIVE
Fax: (866) 309-6967 Samuel Wilson - (865) 385-8514
Qty PartNo. Item Description

1 14402527 SWI #Tim

Susceptibility Weighted Imaging is a high-resclution 3D Imaging technique for the brain with ultra-high sensitivity for
microscopic magnetic figld inhomogeneities caused by deoxygenated blood, products of blood decompaosition and
micrascopic iron deposits. Among other things, the method allows far the highly sensitive proof of cersbral
hemorrhages and the high-resolution display of venous cerebral blood vessels,

1 14416908 Tim Whole Body Suite #T+D
Tim Whole Body Suite puts it all together. This suite enables lable movement for imaging of up to 205 om (6' 97)
FoV without compromise. In combination with Tim's newly designed ulira highdensity array higher spatial and
temporal resolution can be achieved along with unmachted flexibility of any coverage up to Whole Body. For fastar
exams and greater diagnoslic confidence

1 14405328 TWIST syngo #Tim

This package contains a Siemens unique sequence and protocols for time-resolved (40) MR anglographic and
dynamic imaging In general with high spatial and temparal resclution. syngo TWIST supports comprehensive
dynamic MR angio exams In all body regions. It offers temporal Infarmation of vessel filling in addition to
convenlional static MR angiography, which can be beneficlal in detecling or evaluating malformations such as
shunts. In case of general dynamic imaging, for example an increase in spatial resolution by a factor of up [o 2 al 60
seconds temporal resolulion (compared to conventional dynamic imaging) is possible due to intelligent k-space
sampling stralegies. Allarnatively increased lemporal resolulion a1 constant spatial resolulion is possible.

1 14416959 Shouider 16 Coil Kit #Sk
The new Tim 4G coil technalogy with Dual Density Signal Transfer and SlideConnecl Technolgy combines key
imaging benefits: excellent image quality. high patient comfart. and unmalched flexibility. The Shoulder 16 Coil Kit
for examinations of the left or right shoutder consists of a base plate and two different sized iPAT cempatible 168
channel cails (Shoulder Large 16 and Shoulder $mall 16), These will be allached and can be relocated on the base
plate.The 16-element colls with 16 nlegrated pre-amplifiers ensure maximimum  slgnal-te-noise ratio, Shoulder
Large 16 and Shouldar Small 16 will be connected via 3 SlideConnect plug for fast and easy coil set-up and patient

preparation.

1 14418513 Hand/Wrist 16 #Sk
The new Tim 4G coil technology with Dual Density Signal Transfer and SlideConnect Technology combines key
imaging bengfits: excellent image quality, high patient comfort, and unmatched flexibilly. Hand/Wrist 18 for
examinations of the left or right hand and wrisl region consists of a base plate and an IPAT compatible 16-channel
cail and allows high resclution imaging of the wrist and the hand within one examination. HandM/rist 16 will be
connected via a SlideConneat plug for fast and easy patient preparation.

1 14418514 Foot/Ankie 16 #5k
The new Tim 4G coil technology wilth Dual Density Signal Trensfer and DirectConnecl Technolgy combines key
imaging benéfits: excellent image quality, high patient comfort, and unmalched flexibifity. Fool/Ankle 16 for
examinations of the left or right foot and ankle reglen consisis of a base plate and an iPAT compalible 16-channel
coil and allows high resolution imaging of the foot and ankle wilhiin one examination. Fost/Ankle 18 is a cable-less
coil and will be connected via DirectCannect for fast and easy patient preparation.

1 14430404 Tx/Rx 15-channel Knee Coil DDST #5k
New 16-channel transmitter/recelver coll for jolnt examinalions in the area of the lower extremities. Main fealures ! -
15-element design (3x5 call elements) with 15 integraled preamplifiers, - IPAT-compatible - SlideConnect
Technology

1 14418511 Body 18 #Sk

The Tim 4G coil technolagy with Dual Density Signal Transfer and SlideConnect Technolgy camblnes key imaging
benefits: excellent image quality, high patient comfort, and unmatched flexibility: - 18 channals (inherent) or up to 30
(in combination with the Spine 32) - Dual Density Slanal Transfer - Ulira light-weight - SlideConnect Technology
The Body 18 is pan of the standard configuration, The 18-channel coil with its 18 Intergrated pre-amplifiers ensures
excellent signalto-noise ratio, The 18 coil elements provide extensive coverage In all directions. The single
SlideConnecl plug allows for fast and easy patient preparation. The light-weight coll ensures highesl patient
comfart. The Body 18 Coll features: - 18-element design with 18 integrated preamplifiers (3 clusters of 6 elements
gach) - Operates in an Integrated fashion wilh the Spine 32 as an 30 channel body coil - Can ba combinad with
further Body 18 coils for larger coverage - Can be posilioned in different orientations (07, a0°, 180°, 270°) for patient
specific adaptations - No goil luning - IPAT compatible in all directions The highly fiexible design enables a wide
variety of applications including: - Thorax (incl. heart) - Abdomen - Pelvis - Hip Typically combined with: - Head /
Neck 20 - Spine 32 - Additional Body 18 coil(s) (optional) - Peripheral Anglo 36 (optional) - Flex Large 4 - Flex
amall 4 - Loop 3T coils (opticnal) - Endorectal coll (nptional)

Created: 9/26/2014 6:20:00 PM Siemens Medical Solutions USA, Inc. Confidential Page 5 of 16
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Qty

1
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Part No.

14418519

14407258

14407261

08857828

14413662

14413663

MR_STD_RIG_
INST

MR_BTL_INST
ALL
MR_ADDL_RIG
GING
MR_PREINST_
DOCK

MR_CRYO

MR_PM

MR_INITIAL_32
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Item Description

Tim Coil Interface 3T

Coil adapter plug for up to 8 receive and 1 transmit channels, in order to connect existing dedicsted knee and
breast coils (Tx Rx 15-channel Knee Coil, CP Extremity Coil, 4-channel Bl Breast Cail, 16-channel Al Breast Coil,
2/4/8-channel Sentinelle BreasiCoil and (2/10)/16-channel Sentinelle BreastColl) with all MAGNETOM 3T Systems
using Tim 4G-technology.

MR Workplace Table 1.2m
Table suited for syngo Acquisition Workplace and syngo MR Workplace based on syngo Hardware

MR Warkplace Container, 50cm
50 cm wide extra case for the syngo host computer wilh sliding front door to allow change of storage media
(CD/DVD/USB).

UPS Cable #Tim
Power cable for connecting the UPS Powerware PW 9130-3000i {14413662) to the AGC of MAGNETOM Tim and
MAGNETOM Tim+Dat systems for backing up the computer. Standard cable length; 9 m,

UPS Powerware PW9130G-3000T-XLEU

UPS system Eaton PWO130G-3000T-XLEU for MAGNETOM Tim, MAGNETOM Tim+Dot and MAGNETOM
Symphony systems for safeguarding computers. Power oulput: 3.0 kVA / 2.7 kW Bridge time: 5 min full load / 14
min half load Input voltage: 230 VAC

UPS Battery module

UPS ballery module Eaton PW 9130N-3000T-EBM for all MAGNETOM Tim, MAGNETOM Tim+Dol and
MAGNETOM Symphony systems for safeguarding computers, Extenslon for: PW91301-3000T Ballery lype: Closed,
maintenance-ree Extension of the brdge lime la: 24 minules wilh a module Dimensians (H x'W x D) Batllery
module: 346 x 214 x 412 mm mcl. bracket set W eight: approx. 50 kg

MR Standard Rigging and Installation

MR Standard Rigging and Installation This quotation includes standard rigging and installation of your new
MAGNETOM system  Standard rigging Into @ room on ground floor level of the bullding during standard working
hours (Mon. - Fri/ 8 a.m, to 5 p.m.) It remalns the responsibility of (he Customer o prepare lhe room in accordance
with the SIEMENS planning documents Any rigging requiring @ crane over 80 tons and/or special site requirements
(e.g. removal of existing systems, ete.) Is an incremental cost and the respensibliity of the Customer. Al other "oul
of scope” charges (not covered by the standard rigging and installation) will be identitied during the sile assessment
and ramair the responsibilily of the Customer.

MR Standard Rigging & Install
Additional Rigging MR $15,315
T+D Preinstall kit for dockable table
Standard Cryogens

MR Project Management

A Siemens Project Manager (PM) will be the single point of contact for the implementation of your Siemen's
equipment. The assigned PM will work with the customer's facilities managemant, architect or building contractor (o
assist you in ensuring that your site is ready for Installation, Your PM will provide initial and final drawings and will
coordinate the scheduling of the equipment, installation, and rigging, as well as the fnitiation of on-site clinical

education.

Initial onsite training 32 hrs

MR_INITIAL_32 Up to (32) hours of on-site clinical education training, scheduled consecutively (Monday - Friday)
during standard business hours for a maximum of (4) imaging professianals, Training will cover agenda items on
the ASRT approved checklist. Uplime Clinical Education phane suppoil is provided during the warranty period for
specified posted hours. This educational offering must be completed (12) months from install end date, If tralning
is not completed within the applicable time period, Siemens abligation to provide (he lraining wil expire withou!

refund.

Siemons Medical Solutions USA, Inc. Confidential Page 6 of 16
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Qty PartNo.
MR_FOLLOWU
1 P32
MR_INT_DOT_
1 BCLS

1 MR_ADD_32

KKTEGOMR_6
10

1 CHILINST_AVT

Samuel Wilson - (865) 385-8514

Item Description

Follow-up training 32 hrs

Up to (32) hours of follow-up on-sile clinical education training, scheduled sansecutlvely (Monday - Friday) during
slandard business hours for a maximum of (4) imaging prolessionals, Uptime Clinical Education phone support is
provided during the warranty period for specified posted hours. This educalional cffering must be completed (12)
months from install end date. [f training Is not completed within the applicable lime periad, Siemens obligation to
provide the lraining will expire withoul refund.

MR Dot Training Class

Tuition for (1) imaging professional lo attend Classroom Course at Siemens Trainlng Center, The objeclives of this
class are to Introduce the user interface of the common Syngo platfarm, including Dat, and instructions on building
protocols, demanstration of software functions, and hands-on sessions. This class Includes lunch, econamy airfare,
and lodging for (1) imaging professional. All arrangements must be arranged through Stemens designated travel
agency. This educational offering must be completed (12) months from install end date. I iraining is not completed
within the applicable time period, Siemens obligation to provide the training will expire without refund,

Additional onsite training 32 hours

{Up to (32) hours of en-site clinical education tralning, scheduled consecutively (Monday - Friday) during standard
business hours for @ maximum of (4) imaging professionals.  Training will caver agenda items on the ASRT
approved chechlist if applicable.This educational offering must be completed (12) months from install end date. 1f
training Is not completed within he applicable time period, Slemens chligation to pravide the training will expire

without refund.

KKT ECOCHILLER 133L

The KKT ECO 133 -L chiller is a dedicated 20°C cooling system for MAGNETOM Agra and MAGNETOM Skyra
which automatically adapls lo (he different cooling raquirements (e.g. system in operation, standby, ...) t0 reduce
tha energy consumption for cooling. The cooling system must be used In combination with the IFP (Interface Panel),
if there is no on-site chilled water supply at all. The IFP is included in the scope of supply.

Chiller Start-up and Warranty for TIM

MRLOC_SPINE . ]
1 DaT Local Offset - Spine Dot Engine
MR_PR_DOTE
1 NG1 Dot Engine 1 pricing offset
To be aligibie for this promation, a binding purchase order of the application(s) must be received by Siemens
Medical on or before Seplember 30, 2014.
System Total: $1,611,686
Created: 9/26/2014 6:20:00 PM Siemens Medical Solutions USA, Inc., Confldential Page 7 of 16
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OPTIONS on Quote Nr: 1-A9VBQI Rev. 2

OPTIONS for MAGNETOM Skyra

All items listed below are OPTIONs and will be included on this system ONLY if initialed:

Extended Initial to
Qty Part No. Item Description Price Accept
1 14430401 TimTX TrueShape, syngo ZOOMit #Sk + $41,400 X
Path to TimTX TrueShape and syngo ZOOMit for MAGNETOM Skyra.

1 14436740 syngo BreVis Biopsy #T +D +$20,700 X
syngo BreVis Biopsy is a lask card for easy and effective breast biopsy
planning for the Acquisition Workplace (AWP).

FINANCING: The equipment listed above may be financed through Siemens. Ask us about our full range of
financlal products that can be tailored to meet your business and cash flow requirements. For further information,
please contact your local Sales Representative.

ACCESSORIES: Don't forget to ask us about our line of OEM imaging accessories to complete your purchase. All
accessories can be purchased or financed as part of this order. To purchase accessories directly or to receive our
accessories catalog, please call us directly at 1-888-222-9944 or contact your local Sales Representative.

COMPLIANCE: Compliance with legal and internal regulations is an integral part of all business processes at
Siemens. Possible infringements can be reported to our Helpdesk “Tell us” function at www.siemens.com/tell-us.

Created: 9/26/2014 6:20:00 PM Siemens Medical Solutions USA, Inc. Confidentiat Page 8 of 16
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Siemens Medical Solutions USA, Inc. General Terms and Conditions

1. GENERAL

1.4 Contract Terms, These terms and conditions constitule an integral part of
any contracl between Seller and Purchaser (dentified on the first page hereof
and shall govern the sale of tha products |demified In such coniracl
(“Products”). Seller shall not be bound by, and speciiically objecls o, any
terms, conditions or other provisions which are ditferent from or In addilion Lo
the provisiens of this Agreament (even if provided o Seller caneurrently with
this Agreement), unless Seiler specifically agrees lo any such pravision In a
writing slgned by Seller. Neither Seller's lack of nhjection 1o any such terms,
nor delivery of tha Products or provision of any senvces hareunder, shall
constilule the agreement of Seller to any such terms. Purchaser acknowledgas
thal this Is a commarcial 2nd nol a consumar transaciion

1.2 Acceptance. Purchaser shall be deemad to have assented (0, and o have
walved any objection 1o, this Agreement upon the earliest 1o ooeur of any of 1he
following; Purchaser's completion or execulion of his Agresment; Purchaser's
acceptance of all or any par of tha Producls; Purchaser's issuance ol a
purchase arder fur any Products (deniified on Sellier's quelatien ar proposal, of
delivery of the Products 10 tha common carrler far shipment pursuant harelo.
1.3 Refurbished/Used Products, For Products dentified on this Agreemant
as used or refurbished Products, (hese Praducts have baen previausly swned
and used. When delivared 1o Purchaser, the Producls may have receved
mechanical, electical andfor cosmelic recandiioning, as needed, and wail
comply with the manulaciurers specifications, Singe pre-pwned Products may
ba offered simultanecusly lo several cuslomears, the sale of such Producls 10
Purchaser cannol be guaranieed and is subject 1o continding availability at lhe
time Purchaser accepls Sellars oifer 1o sall the Products. I the Products are
na longer avallable, Seller will use ts pest effons 1o identily other products Inits
inventory that may be suitatte for purchase by Purchaser, and il substilute
products are not acceplabile o Putchaser, then Seller will cancel the order and
refund to Purchaser any deposits previausly paid. The varranty petiad for any
used or refurbished Products will be separalely stated an (hie quetzlion,

1.4 Third Party Products. Il this Agreamen ncludes the sale of lhrd partly
products nol manufaclured by Seller. ihen Purchasar sgrees and
acknowledges thal (a) Purchaser has made 1he selection of these producls on
Its own, (b) the products are being acquired by Seller solcly al the request of
and for the benefit of Purchaser, in ordei 10 elininale (he need for Purchaser to
|ssue a separale purchase order 10 the manufacturar of the produsts, (2) 6o
represantation, warranty of guatantea has been mads by Seller with respect 1o
the preducts, (d) the abligation of Purchaser 10 pay Seller for he products 15
absolute and uncondilional, () Purchaser wil indemnily and hold Seller
harmless from and against any and all claims, ragardless ol the lorm af achion,
related to, resulting from or caused by the producis or any work oF semice
provided by the manulaciurer of 2 produsts or any other party, {1} usa of the
praducts may be siibject 1o Purghassr's agreement 10 comply with any softward
licensing lerms imposed by the manufaclurer, as well 3z any applicable laws,
rule and regulations, and (q) Whe rnanufacturer. and not Sefler, is solely
responsible for any required instaliation. 1Esung. valigalion, tracking, product
recall, warranly service, mainienance, supper, and complalnt handling, as well
as any olher applicable FOA regulalory requirements. and 1he Purchaser will
look solely la the manufaclurer tegarding these services and will asser Rl
claim agalnst Seller witl respect 10 these products

2, PRICES

2.1 Quotations, Unless athenvise agreed to in writing or set forth In the
quotation, all prices guoted by Seller are based on LS. dollars, and Include
standard and customary pacgkaging, £.0.8, terme sra sot forth in Section 6.2
hereof. Domestic prices apply only lo purchasers located In, and who will use
{he Products in, the U.S. International prices apply lo all purchasers located
outside af, or who will use or ship of faoyitate shipmant of the Products nulsitie
of the U.S. Unless otherwise stated, the: quotation shall only be valld for forty-
five (45) days from the dale of the quotation.

2.2 Delay in Acceptance of Dalivery. Should the agrecd dellvety date be
posiponed by Purchaser, Saller shall have the right 10 deliver the Products 1o
storage al Purchaser's risk and expense, and payments due upon dalivary shall
pecome due when Seller is 1eady 1o deliver.

2.1 Escalation. Unless othenwise agread 1010 wiiting, excepl as 1o Produtts 1o
b delivered within siz (6) monlhs of Sellar's acceptance af Purchaser's ordef,
Saller reserves the right to increase 1S prices to thase in eflect al the ime ol

shipmenl

3. TANES
3.4 Any sales, use ar manufacturer's tax which may be imposed upan the sale
ar use of Products, or any propery 1ax levied alter readiness to ship, or any
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excise lax, license or similar fea required under this transaction. shall be in
additian 1o the quated prices and shall be pald by Purchasar, Nolwithstanding
the foregoing, Seller agrees o honor any valid exemption cerlificats providied
by Purchaser.

4, TERMS OF PAYMENT; DEFAULT
4.1 Paymenis; Due Date. Uniess otherwise set forth In the quotation, Seller's
payment terms are as follows: an inital deposit of 10% of the purchase price for
each Preduct Is due upon submission of the purchase order, a0 additional 80%
of the purchase price is due upcn delivery of each Product, and the final 10% ol
the purchase price 5 due upan completion of installation of when lhe Producls
are available far fisl patient usg, whichever accurs first. Unless oiherwise
agreed, all payments sther than (he initisl depoal are dus nal thirty (30) days
from the dale of invoice. Seller shall ave no obligation (o complel Installation
untll the payment dus upon delivery is recelved. All amounts payable pursuant
1o this Agreament are denominaled in Urited States dollars, and Purshassr
shall pay all such amount IR lawiul money of the United States. Partiel
shipments shall be billed as mades, and pagmenis for such shipments will be
made In accordance with the freqaing paymenl LErms.
4.2 Late Payment. A servica charge of 1%% per monih, not 10 exceed Ihe
maximum rate allowed by faw, shall be made on any portion of Purchaser's
outstanding balanes which 15 not paid wathin thity (30) days after involce dale,
which charge shall be determinad and compounded on a daily basis from (he
due date until the dale paid. Paymenl ol such service charge shall aol excusz
or cure Purchaser’s breach ar defaul for 1ate paymen.
4.3 Payment of Lesser Amounl. I Purchaser pays, or Seller otherwise
receives, a lesser amount than the full amount provided for under (his
Agresment, such payment ar secelpt shall not sonstilute of be construed other
than as on account of the earliasi amount due Sefler. Seller may accept any
check or payment in any amount vithoul prejudice to Seller's right 1o recover
{he balance of the amaount dus of lo pursue any oiher fight ar remedy No
endorsement oOf Sstatement on any check or payment of In any lelter
accompanying a check or payment or elsawnere chall constiule or be
constiued as an accord or satisiaclion.
4.4 Where Payment Due Upon Insialation or Completion, Should any
tarms of payment prowide for either full or parlisl poyment upon complation of
instatlation or thareafter and complalion of installation is delayed for any
reasan for which Seller 1 nol rasponsible, hen the Products shall be deemed
installed upan dellvery and Ihe balance of payments shall be due no later than
thirty (30) days from the delivery date regardless of the actual installaton date.
4.5 Default; Ternnination. Each of lhe following shall censtitule an aveni ol
default under this Agreement: (1) a failurs by Purchaser (o make any paymeant
due Saller within 120 {10} days of receipt of wiitlen nolice of non-payment from
Sellar; {Il) a lallure by Purchaser 1o periorm any other sliligation undar s
Agresment within thirty (3i) days of receipt af writen notice from Seller; (i) &
defaull by Purchaser under any other obligabon 10 0 agreameant wilh Seller or
Slemens Flnancial Services, Ine, or any assignee of the foregoing (e, 3
pramissory note, [esase. renlal agresmesnt, license agreement of purchdse
contracl); or (iv) the commencament ol aay nsolancy, pankiupley o similar
procesdings by or aganst Furchass! (including any assignment by Purchaser
for the berefit of credilors). Upon fhe occurmence ol any event of defaull, at
Seller's elecilon (a) the entire amount of any indebleaness ang obligation due
Seller under this Agreement and inleres| thergon shall bacome immedimely
due and payable withoul nabce, demand, or period of grace, (b) Sellar may
suspend the performance of any of Selier's pbligativns fereunder, mcluding,
bul st limited 1o, obligaticns relating 1o delivery, mstaliation and warranly
sarvieas; (c) Purchaser shall pul Seller 1n possession ol (he Products upon
demand; (d) Seller may enter any premises where Ihe Products ale located
and take possession of the Praducts withaut notice ar demand and without
legal proceedings, (e} al the request of Seller, Purchaser shall assamble he
Products and make (hem available 0 Seller al a place designated by Seller
which is reasonable and convenienl 1o all parties. (f) Seller may sell or
otherwise dispnse of all or any part of |he Produets and apply the procesds
thereof aogamst any ndebtedness o obligation ol Purchaser urder (his
Agreemeni (Purchaser agrees that a pericd of 10 days from the time notice |5
sent o Purcnaser shall be a reasohable porod of aotification of zale or other
disposition of the Products by o for Saller) () of tms Agresment or any
indeblednass or obligaliun of Purchasel under this Agreemeant 15 refarred o an
attorney for collectien of realizallon, Purchaser shall pay 10 Seler all casts of
collection and realizatan {including, withoul limitation, a reasonable sum for
allormeys’ faes, cxpenses of tille search, all cour sosts and other Iegal
expenses) Incurred thereby, and (h) Purchaser shall pay any deliciency
temaining aher ocollection of or realization by Sclier on the Products. In
additlon, Sellar may terminate s Agreemeant upan wiilien notice 1o Purchaser
Page 3 of 16
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in the event that Purchaser Is not approved for credil or upon the aceurrence of
any malerial adverse change In the financial condition or bysiness operations
of Purchaser.

4.6 Financing. Nolwithstanding any arrangement that Purchaser may make
for the financing of the purchase price of Ihe Products. the panies agrée (hal
any such financing arrangement shall have no effect on the Purchaser's
payment obligations under {his Agresment, including bul nat limiled lo Seclons
4.1 and 4.2 above.

5, EXPORT TERMS

51 Unless other arrangements have been made, payment on export orders
shall be made by irrevocable confirmed letiar of credil, payacie In U.5, doliars
agalnel Seilar's invoice and standard shipping decuments. Such later ol credil
=hall be in an armouonl equal (o the full purchase price of the Products and shall
b established na U.S. bank-accentable 10 Seller. Purchaser shall procure all
necessary panmils and llcenses for shipmenl and compliance with any
governmantal regulations concaming control of final destinglion of Products.
5.2 Purchaser acknowledges that Sellar is reguirad to comply with applicable
exporl laws and regulations relating 1o e sale. exporialion, lransfer,
assignmenl, disposal and usage of the Products provided undar Uus
Agraement, Including any expon license requitemants, Purchaser agrees thal
such Products shall not at any time diractly of indireclly be used, expored.
sold, (ansferred, assigned or ofharwise disgosed of (n a manner which wil
result i non-compliance wilh sueh applicable sxport [aws and regulations, 1l

SIEMENS REPRESENTATIVE
Samuel Wilson - (865) 385-8514

8. CIIANGES, CANCELLATION, AND RETURN

8.1 Qrders accepted by Seller are nol subjecl 16 change except upon Scller's
wreitien agresment,

8.2 Orders accepled by Seller are noncancellable by Purchaser excepl upon
Seller's written consent and payment by Purchaser of a cancellation charga
equal to 10% of the price of the affected Producls, plus any shipping,
Insurance, Inspection and refurbishment charges; the cost of providing any
training. education, slle evaluation ar other senvices completed by Seller, and
any relurn, cancellalion ar rastocking fees with respect lo any Third Party
Preducts ordered by Seller on behall of Purchaser, Seller may retain any
payments recehed from Purchaser up Lo the amount of the sencellalion
charge. In no event can an order be cancelled by Purchaser ar Prodicls e
returned to Seller after shipment,

8.3 Seller shall have the right to change the manufaclure anclor design of its
Products If, 1n the judgment of Seller. such change doas not alter the general
tunction of the Producls

9. FORCTE MAJEURE

9.4 Seller shall noj bs liabla for any loss or damage for defay in delivery,
inability ta install or any other fallure 10 perform dus to causes beyond s
reasonable conlral including, bul not limited 1o, acis ol government of
compliance with any governmental rules or regulations, acls of God or the
public, war, cvil commation, blockades, embargoes, calamilies, flouds, fires,
sarihquakes,  explosions, sloims, sinkes,  lockouls, labor dispules, o

shall be a canditlon of the contnuing perfarmance by Sellsr of i1z obligatiens
heraunder thal complisnce  wilh such  expci laws and regulptions be
maintained at all limes. PURCHASER AGREES TO INDEMNIFY, DEFEND
AND HOLD SELLER HARMLESS FROM ANY AND ALL COSTS,
LIABILITIES, PENALTIES, SANCTIONS AND FINES RELATED TO NON-
COMPLIANCE WITH APPLICABLE EXPORT LAWS AND REGULATIONS. If
Purchaser purchases 3 Product al the domestic price and exporis such

Praduct. of \ransfers such Product to a (hird party for export. culside of the

U.S., Purchaser shall pay 10 Seller the difference betwesn the domestic price
and (he International retail price of such Product pursuant {0 (he paymenl lerms
set forth hereln. Purchaser shall deliver to Sellet, upan Seller 3 request, written
assurance regarding compliance with this section n form and  content
acceptable to Seller

6. DELIVERY, RISK OF LOSS

6.1 Delivery Date. Dalivery and insiallation dates will ba established by mutual
agreament of the paries, Seller shall make every reasonable eflort Lo meel the
agreed upon delivery date(s), but shall et be liabie for any fallure 1o mest such
dale(s), Partial shipments may be made.

6.2 Risk of Loss; Title Transfer. Unlass olhenvise agreed 1o in wiiling, tha
following shail apply:

(a) For Preducts that do not requira Installation by Seller, and for
options and add-on products purchased subsequent to delivery and inslallation
of Products purchased under this Agresment. dalivery shall ke complele upon
ransfer of possession o commen carmer, F.0O.B. Shipping Painl, wheraupon
litie 1o =nd all risk of lnss. damage (o of destruclion of the Products shall pass
o Purchasar,

(b} For Preducts that require installaton by Selier, deiivery shall be
caniplele upon delivery of the Praducs 1o Purchaser’s designated site, F.O.B.
Destination; title to and all risk of lpas, damage o or destrugiion of such
Products shall pass (o Purchaser upon camplefion of Ihe instaliatan,

(c) All freight charges and other {ranaponation, packing and insurance
costs, llicense leas, custom dulles and other sirilar charges shall be the sole
responsibility of Purchaser unless neluded 10 WHg purcnase prics or othenvise
agresd 1o In writing by Seller. In the event ol any loss or damage 1o any of the
Products during shipment, Seller and Purchaser shall cooperata in making a
claim agalnst the carrier.

7. SECURITY INTEREST/FILING

74 Purchaser granis to Seller a sacurily interest in the Products (and &ll
accessaries and replacements therato and all proceeds thersof) unlil payment
in full by Purchasst and satisfaction of all other ebligations of Purchaser
hersunder. Purchaser hereby (1) authorizes Seller 1o file (and Purchaser shall
promplly executs, If raquested by Seller) and { i) irrevocably appaints Sellar ils
agent and alterney-in-fact o execute in the name of Purchaser and file, witlh
such authorilies and al such localions as Seller may dearm appropriate, sny
Uniform Commerclal Code finaricing staiements vath respect to the Products
andfor this Agreement. Purchaser funher represents and covanants that (a) i
will kaep the Products in goad order and repalt unlil the purchase price has
been paid In full, (b) it wil promplly pay all laxes and asscssments upon 1he
Products or the use thereof, (&) I will nat atlempt 1o transler any interest in the
Products untll the purchase price hies baen pald in full, and (@) 1t |5 selvunt and
{inancially capable of paying the full purchass price for the Producls.
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gnavalebilty of sbor, raw materials, power of supplies. Should such a delay
oecur, Selter may reasonably eriend delivery ar production schedulas of, allls
oplion, cancel tha ordar in whole Gr pan without liabillly ather thar 10 returm any
uneained deposil of prepayment

10, WARRANTY

10.1 Seller warrants that the Products manufactured by Seller and sold
hergunder shall be free from delects In material or werkmanship under normal
\ise and senace for the warranly period, The final assembled Products shall be
new although they may includa certain used, reworked or refurbished parts and
campanents (e.q., circul beards) inat camply with performance and retiability
speciications apd conlrols. Seiler's obligation under this warranty 15 limited, al
Seller's aption, to the repair or replacement of the Product or any pait thereof.
Unless othenvise set forth In the Product Warranty altached heréto and
Incotporated hetsin by reference, Whe warranly period shall commence upon
the earlier ol the dais ihat he Prioducts haye besn (nstallsd in accordance wiih
Sectian. 12.6 hereol (which date shall be canfirmad In writing by Sealler) or firs!
patient use, and shall cortinue for 12 consacutive mamns, Sellel makes no
warranty for any Praducts mads by persans olher than Selier or s affliliztes,
and Purchaser's sole waranly therefar, if any, is (he original manufaciurér’s
warranty, which Seller agrees 10 pass on 1o Pulthaser, as applicable, Thig
wairanly provided by Stller under this Saction 10 extends only 1o the ariginal
Purchaser, uniess (he Purchaser oblains the Sellers prior written consent with
raspect Lo any sale of othar Iransfer of the Egquipment during the term of the
waarranty

10.2 Mo warranty extended by Seller shall apply 1o any Produgts which have
been damaged bty fire, accident misuse, abuse, negligence, Improper
apphication or alleraljon of by a force majeurd occunence as desgribed in
Secllon O hereof or by the Purchaser's fallure to operale lhe Products in
apcardance  with  he manufactuter's instruclions  of o maintain  he
rerommended operating envioniment and line condilions, which are dafective
due 1o unauthonzed atlempis o fepair, relocale. maintain, service, add 1o or
modily the Products by the Purchaser of any third party of dué 1o e
attpenmant andiol use of non-Seller suppled parls egquipmaent of salivara
withaul Sellars prior wiillen approval which failed due to causes from within
non-Sellar supplisd equipment, parts or software mcluding, bul net drmited 1o,
problams wath Il Purchaser's nelwork. of which have been damaged from the
use of operaling supplies of cansumabile pans nol approved by Saller I
addition, thiere {3 no warranty coverage for any transducar or probe fallure due
to events such as cracking from figh Impaet drops, cable rupture from rolling
squipment ovar the cable, delamination from cleaning vl inapproprate
solutions, or TEE bite marks. Seller’s cbligation undar (his warranty is limited to
the repair of replacement, at Sellers opilon, of defeclive paris. Sellel may
affectuata such repair al Purchaser's faciity, and Purchaser shall furrish Selier
sale and sulficient aceass lar such r2pair. Repair ar replacement may be with
pans of producis that e new usad on relyrbizhad, Repairs of replacaments
shall not interrupl. extend oF prolong the 1erm of the wareanly Purchaser shall,
upon Seller’s request, relurn he noacomplying Producl or pan 1o Sellar wilh all
\ransporation charges prepaid, bul shall not return any Praduc) or part 1o Sellar
without Seller's prior wiillers authonzation  Puichagsgr shall pay Sellar 15
rnormal eharges lor servite and pans for any [nspeclion, repair of [eplacement
that falls oulside the warranly sat farhin Section 101 Seller's warianty does
not apply to consumabla matarisls, disposables, supplias, accessoties and
collateral equipment, escepl as specifically stated in wtiting of a3 clhenwse set
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forth In the Praduct Warmanly allached hereto and incorporated herain by
reference, nor (o products or parts thereof supplied by Purchaser.

10.3 This warranly is made on condition that immediste wriiten rotice of any
noncompliance be gven 10 seller and Sellers Inspsclon raveals that
Purchaser's claim is coverad under the terms ol tne warrany (l.e., thal the
noncompliznce |5 due o traceable defecls 0 onginal materials  andfor
workranship).

10.4 Purchaser shall provide Seller with both on-site 2nd remole access lo the
Products. The remole accass shall be provided thraugh fhe Purchaser's
network as is reasonably necessary far Seller to provide warranly services
under this Agreemenl. Remote access wil be estabished through a
broadband Internel-hased connection 10 sither a Purchaser owned or Seller
provided secure end-point. The mathod af sonnection will be a Peer-o-Peer
VPN [2ssc tunnel (non-client based) witl spacific inbound and culbound port
requirements:

10.5 Warranly service will be peovided without charge during Seller's ragular
werking hours (8:30-5:00), Monday hrough Friday, excepl Sellers recognized
holidays. It Purchzser requires that sef vice be performed outside these hours,
such service can be mads svailable al an additional charge, al Seller's then
curfenl rates  The obligations of Selier described 0 this seclion are Sallelr's
only obligations and Purchaser's sole and exclusive remedy for @ breach ol
product warranty.

10.6 SELLER MAKES NO WARRANTY OTHER THAN THE ONE SET
FORTH HEREIN AND IN THE ATTACHED PRODUCT WARRANTY
COVERING THE APPLICABLE PRODUCT CATEGORY. SUCH WARRANTY
5 IN LIEU OF ALL OTHER WARRANTIES, EXPRESS OR IMPLIED,
INGLUDING BUT NOT LIMITED 70 ANY EXPRESS OR IMPLIED
WARRANTY OF MERCHANTABILITY OR FITNESS FOR PARTICULAR
PURPOSES, AND SUCH CONSTITUTES THE ONLY WARRANTY MADE
WITH RESPECT TO THE PRODUCTS AND ANY DEFECT, DEFICIENCY OR
NONCONFORMITY IN ANY PRODUCT. SERVICE OR OTHER ITEM
FURNISHED UNDER THIS AGREEMENT.

10.7 In the event of any Incansistencies petwesn the terms of this Section 10
and the terms of the attachad Product Watranty, the lerms of the attached
Praduct Warranly shall prevail.

1. LIMITATION OF LIABILITY

114 In no event shall Seller's liability hareunder exceed the actual loss or
damage sustained by Purchaser, up {0 the purchase price of the Products. The
foregoing limitation of labllity <hall not apply to claims for bodily injury or
damasges |0 real property of langible personal propery 1o the extent arising
from Seller's negligence or a product defect,

11.2 SELLER SHALL NOT BE LIABLE FOR ANY LOSS OF USE, REVENUE
OR ANTICIPATED PROFITS: COST OF SUBSTITUTE PRODUCTS OR
SERVICES; LOSS OF STORED, TRANSMITTED OR RECORDED DATA; OR
FOR ANY INDIRECT, INCIDENTAL, UNFORESEEN, SPECIAL, PUNITIVE
OR GONSEQUENTIAL DAMAGES WHETHER BASED ON CONTRACT,
TORT (INCLUDING MEGLIGENCE), STRICT LIABILITY OR ANY OTHER
THEORY OR FORM OF AGTION, EVEN IF SELLER HAS BEEN ALVISED
OF THE POSSIBILITY THEREQF, ARISING OUT OF OR IN CONNECTION
WITH THIS AGREEMENT OR THE SALE OR USE OF THE PRODUCTS,
THE FOREGOING 1S A SEPARATE, ESSENTIAL TERM OF THIS
AGREEMENT AND SHALL BE EEFECTIVE UPON THE FAILURE OF ANY
REMEDY, EXCLUSIVE OR NOT.

12, INSTALLATION - ADDITIONAL CHARGES

124 General. Unless stherwise oxpressly stipulaled In wrlting, the Products
coverad hereby shall be installed by and at the expensa of Saller except that
Seller shall nol provide rigging or she preparation services unless dlhervise
agreed 1o In wiiting by Seller for 2n additional charge. Seller will nat inatall
accessory llems such as catinels. lluminetors, darkeam equipment o
processors for X-Ray and CT equipment, unless otherwise agreed (0 In witing

by Seller.
12.2 Installation by Sellar. if Seller specifies it will install the Products, the

following applies: subjest to fulfillment of the obligalions sel forth. in Section
12.4 balow, Seller shall Install the Products and connect them 10 the requisia
safely switches and power lines 10 be instelled by Purchaser. Excepl as
otierwise spacified below, il such instaltation and connection &re parformed by
Seller's technical personnel, prices shown inciude the cost thereof, provided
that the installation and connection can be performed within the Conunental
United States or Puerlo Rico and during normal business hours. Anly cuenime
charges or other spetinl expenses shall be additional charges (o the prices

shown.

12.3 Trade Unions. In the event \hat o trade union, of uniens, of other logal
jabor conditions prevent Seller from parfarming the above work with l{s own
emplayeas o contraclons, then Purchaser shall sither make all required
arrangements with the lrade unlan, or unions, to permit Saller jo complete he
work ar shall provide the personnel, o Purchasers sole cost and sxpence
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Moreover, any additional cost Incurred by Seller and related to such labor
dispules shall be paid by the Purchaser and Seller's obligations under such
alrcumstances will be limited ta providing englnearing supervision of instalizticn
and eannestion of the Products 12 &os1ng wiring,

12.4 Purchaser's Obligations. Purchaser chall, 8t il expenss, provida all
proper and necessary tabor ard materials for plurmbing ssrvice. carpantry wotk.
conduit wiring, and olher praparations reguired for such instaliation and
connection. All such labor nd materials shall be compleled and available at
the time of delivary of the Producls by Seliel Additjonally, Putchaser shzll
provide free access lo he instaflation site and, il necessary, safe and seours
space thereon for storage ol Products and equipment prior 1o inslallanen by
Seller, Purchasar shall be tesponsible, 8| s solg cosl and expense, Tor
obtaining all permils, lcenses and approvals required by any federal, stata or
focal authorities in connection with Ihe \nctallation and operation of ha
Products, mcluding but net limied Lo any cenificate of nesd and zoning
variances, Purchaser shall provide a suitabla environment for the Products and
shall ensurs, al ils sals cost and expense. [hal il premises ara free of
asbestos, hazanjous conditions and any concaaled, unknowi of dangarous
conditions and that all sile requiremants are met. Seller shall delay its work until
Purchaser has complated the removal of any ashestos or oher hazardous
materials Of n3s (@ken any oiner precautions and campieied any olhar work
requited by applicable regulations. Purchasar shall reimburee Sellel for any
increased costs and expenses incurred by Seller that are Lhe rssult of or are
caused by any such delay. In the event inal Sellur (s 1equasied o SUpEMNVISe
the installation of the Praducts, il remams {he Purchasers responsibllity 10
comply wilh Incal regulalions. Saller 15 nol an archilect and all drawings
furnishied by Seller are not consiructian drawings

125 Regulatory Reporting, In \hz evenl thal any reguiatory aativily 15
pedormed by anyone other fhan Selle’s aulhonizad personnel, then Purchaser
shall he responsible far ulfilling any and &l repaning requiremants.

12.6 Complation of Instaliation. Installabon shall be complete upon the
conclusion of final salibration and checkout under Seller's standard procedures
{o varify thal the Products meel applicatle wriltan performance specifications
Nolalhstanding the faregoing, first use of the Products by Purchaser, its
agents or employees far any purpase after dalivery shall conslitule complation
of installation.

13, PATENT, COPYRIGHT AND OTHER INFRINGEM ENT
CLAIMS
13,1 Infringement by Sallar, Sellar warrants ihal the Products manufaclurad
by Sefler and sold hereunder do not infringe any U.S. patent or copytight
Pulchaser receives a clam (hal any such Praducts, or pants thereal, infringe
upan the rights of ethers under any US palant or copyright, Purchaser shall
notify Seller immediately n writing. As 10 all Infringement claims relaling o
Products or pans manufaclured by Selier or one alits affiliates.

(a) Purchaser shall giva Seller infarmation, assislance and exclusive
authority lo evaluate, defend end setlle such chaims

(b) Seller shall then, al 1s own erpense, defend o sellle such claims
procure for Purchaser 1he nght o use (e Products. o iemove or modily tharm
to avold Infringement, I none of these alternatives is avallable on terms
reasonable 1o Sgller, then Purohiser shall feturn the Products to Sellef and
Seller shall refund o Purchasar ihe purchase price paid by Purchaser less
ressonable depreciation for Purcheser's use of the Products. The loregoling
slates Seller's entie obligation and liabiity, and Purchaser’s sol2 remady, for
claims of infringement.
132  Infringement by purchaser, |f some or ai of the Products sold
hereunder are mate by Seller pursuant Lo drawangs or specificalions furmshed
by Purchaser. or il Purchaser modifies of combings. operales of uses the
Products other than as speatliod by Seller or with ‘any produst, dala, software.
apparatus or program nat provided of approved by Seller, then the indamniy
ohligation of Seller under Seclion 151 shall pe null and void and should @ claim
be made thal such Progucts infringa the rights of any third pary under patent,
copyright ar ahenwise, [hen Purchase ghall indeemnity, defend and pold Sellar
harmless agalnst any liability or @xpense, nicluding reasonable auormeys fees,
Incurrad by Seller in cannection therewilh,
L4, DESIGNS  AND TRADE  SECRETS: LICENSE;
CONFIDENTIALITY
141 Any drawings, daia, designs, sofiware programs oOf other lechnical
information supplled by Ssller (o Purchaser in connection with the saie of the
Broducta ara not included [n (he sale of the Products to Purchasar, shall rempin
Selier's properly and shall 2t all woes be neld In confidence by Purchaser,
Such information shall net b2 repreducad or disclosed 10 pthers walhou) Ssller's
priod witten consent
142 For all goods purchased hereuncer which ulillze software for their
opstation, such “Applications Goltware® shall be licensed (o Purchaset under
{he terns of Seller’s Sofiware Lizanse Schedule attachad herelo
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14.3  Dlagnostic/Mrintenance Software s nel Included under Seclion 14.2
above, Is available only as a special oplion under a separate Dlagnostic
Materials License Agreement, snd may be subject o a separate lleensing fes.
14.4 Seller and Purchaser shall maintain this confidentiality of any informatlon
provided or disclosed 1o the olher parly relating to the business, cuslomers
andlor palients of the disclosing pary, as well as his Agreement and i1s 1erms
(Including the pricing and other financial terms unuer which {he Purchaser will
be purchasing the Preducts). Each paiy shall use reasonable care 0 protect
{he confidentizlity of the information disciosad, but no lzss Ihan the degres of
care It would use to protect its own ganfidential infermation, and shall orly
disclose the citier parly's confidential informalion o its employsas and agents
having a need lo know (his information. The obligatens of confldentiality sel
forth heraln shall not apply to any information in Ihe public domain at the tima of
distlosure or that Is required to ba disclosed by cour| arder ar by law.

15, ENGINEERING CHANGES

15.1 Saller makes no representation that engineering chanGes which may be
annhounced in the future will bé sudable for use on, or in connection with, the
Products.

16. ASSIGNMENT

16.1 Neither party may assign any rights or ebligations under this Agresment
without the prior wrilten consent of the ofhar and any attempl {o do so shall ba
void, excepl that Seller may assign this Agresment withoul consant 1o any
subsidiary or aifibaled company. and nEy delegale 10 aulhorlzed
subcontractors or service suppliers any work (9 be performed undsr (s
Agreement so long as Seller ramana lable for 1he perlormance ol s
obligations under s Agreement, This Agreement shall inure to and be binding
upon (he panies and their respeciive succeszors, permilted assigns and legal
representalives. Seller shall have no obligations under this Agreement 10 any
assignee of Purchaser that 1s pal approved by Sellet in advance,

17. COSTS AND FEES

174 In the event that any dispule or difference is brought ansing from or
relaling to Wis Agreement or the breach, {ermination or validity thereoi, the
prevailing party shall be sntitied to recaver fram Lhe other party all reasanable
atlomeys’ fees nclrred, togelher wilh such olher Gapenses, costs and
dishursements as may be allowad by law.

18. MODIFICATION
18.1 This Agreament may not be changed, modified or amended excepl n

writing signed by duly autharized representalives of the parties,

19. GOVERNING LAW; WAIVER OF JURY TRIAL
19.1 This Agreement shall be governed by the laws of the Commanwealth of

Pennsylvania,
19.2 EACH OF THE PARTIES EXPRESSLY WAIVES ALL RIGHTS TO A

JURY TRIAL IN CONNEGTION WITH ANY DISPUTE UNDER THIS
AGREEMENT.
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20, COST REPORTING

20.4 Purchaser agrees thal il will fully and accurately account for and report In
all cost reports and otherwise ully and accurately disclose to federal and state
health care program payors and fully and accuralely reflect where and as
appropriate lo the applicable reimbursement melhadology, all servcas and
cther ilems. including any and all discounts, received from Seller under this
Agrsement, In compliance with all applicable laws, fules and reguiations.
including bul net imited o the Social Seourity Aot and implementing tegulations
relaling ta Medicare, Medicaid and offer federal and siale health care
reimbursement programs

21, INTEGRATION

244 These lerms and condilions, Including any atlachments ar other
documents ncarporated by reference herein, constitule (he entire agreemeant
and the complele and exclusive statement ol agraement with respect 1o the
subject matter Fereol, and superseds any and all prior agresmeénts,
understandings and communcations between the partes with respsct (o the
Products,

22, SEVERABILITY; HEADINGS

22.1 No provision of this Agreement which may be deemed unenforceable will
in any way invalidala any olner ponion or avision of |his Agreement. Saction
headings are for convenlence anly and will have no substanive effect

23, WAIVER

93.1 No failure and no delay i exercising. on the part of any party, any right
under this Agreameant will operale as a walver thereof, nor will any single or
partial exercise of any right praclude he further exercise of any olher right.

24, NOTICES

24.4 Any notlce or other communication under 1his Agreement shall be deemed
properdy given if given in writing and delivered in person ar mailed, propery
Sddressed and stampad with the required poslage, to the imtended reciplent at
its address specified on the face hereof, Either party may from time to lime
change such address by giving the other pany netice of such change in
accordance with this section.

25, RIGHTS CUMULATIVE

254 The rights and remedies afforded 1o Seller under 1his Agreement are (n
addition to, and do not 1 anyway lImit, any olher fights or remedies affordad to
Sellar Ly any othor agrezment. by law or othanvise.

26. END USER CERTIFICATION

26.1 Purchaser represents, wanans and covenants that it Is acqulring the
Products ot its own end use and nol for reselling. leasing or transferring to a
third party (except for lease-back financings)

032012 Rev
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Software License Schedule
to the Siemens Medical Solutions USA, Inc. General Terms and Conditions

1. DEFINITIONS: The lollowing definitions apply to fhis Schedule:
*Agreement” shall mean the attached (i) Quotation for Products andfor
Sarvices including the Terms and Condiions of Sale and applicable
schedules; andlor (il) Software License Agreemenl describing 1he software
licensed herein and 1he specific system for which the license 15 issuad.
“Licensor” shall mean Siemens Medical Solutions USA, Inc.

“Licensee” shall mean (he end-user to wham Licensor provides Soltware or
Documentation for its internal use under the Agreement.

~Software” shall mean the sollwars described in the atiached Agreemen,
includlng the following as contained therein: (i) software programs conuisling
of a serles of stalements or instrueions (o be used diectly of Indirectly n 3
programmable controller or compuler to bring aboul a cenain fesull and (ii)
databases consisting of systemized collections of dala to be used of
refarenced directly or indirectly by a programmed conlimlier of computer,
Notwithstanding the loregoing, “Software” does nol include "mware” as
such term is conventionally understood.  Diagnoslic/Maimenance Software
also 15 not Included within the scops of the Software licensed under this
Schedule, and |5 available only s a special option under a separaie
Diagnostic Materials License Agleament and may be subject 1o a separate
ligensing fee.

‘Documentation” shall mean the documents and clher supporting matarials
which are intended to suppon ne use ol an associaied product, Ingluding
{bul nol fimited ) instructions, descnptions. flow chans, logic diagrams and
listings of Ihe Software, in tesl or graphic {form, an maching readable or
printed madia.

“Deslgnated Unit" shall mean a single contral unit or camputer identitied on
the lirst page of the Agreement, on which Sofware licensed hereunder may
be used by Licensea.

2. SCOPE: The lollawing terms and conditions shail apply to all Saftware
and Documentation provided by Licensor 10 Licenses under the Agreament
(whether ncluded with cther products listed n \he Agresmenl or listed
separately in the Agreemaent), logethar with any updates or revizions theralo
which Licensor may provide to Licensee, and all coples therecl, excepl any
Soflware andfor Documentation licensed direclly by Licensor's supplier
under a separale end-user license agreement ALCompanying (he Soflware
or the Documentation, in which case Licensee agress lo be baund by thal
licensa agreement as a gondition lo using the Sofiware andior
Documentation. Except as expressly provided herein, and pravided 1hal in
no evenl shall the warranties or olher obligations of Licensor wilh respect to
such Software or Documentation exceed those set lonh in this Schedule,
this Schedule shall be subject ta the liability. imitations ani exclusions and
olher terms and condilions sat forih in the Agresment, ANY USE OF THE
SOFTWARE, INCLUDING BUT NOT LIMITED TO USE ON THE
DESIGNATED UNIT, WILL CONSTITUTE LICENSE E'S AGREEMENT TO
THIS SOFTWARE LICENSE SCHEDULE (OR RATIFICATION OF ANY
PREVIOUS CONSENT).

3. SOFTWARE AND DOCUMENTATION LICENSE: Subject to the
payment of any apphcable annual license fer{s), whether staled separately
or included in the puichase prce of another product, and to Licensae’s
acceptance of all of the ebligations s forlh herein and (o the fulliiment of
those chligations, Licansor of, it applicable. lis licensor ar suppher, herehy
grants o Licenses a paid-up, nanayclusive and notlransicrable (exceépl as
expressly provided in Lhis Schedule) limiled licensa to use the Softwar
provided by Licensor under the Agreement solaly lor Licenses’s own Use on
(he Deslgnated Lnit and 10 use the Documentation in supporl of Linenssa's
autherized use of lhe Soltware, for the purpose of operating (he Designated
Unit in accardance with the instructions sel farth in the usEr's manual
supplied with the Designated Unil and for no other purpose whalsoever A
separale ficense is required for each Designated Wnit on which the Sallware
is to be used, Llcensse may oblain from Licensor ane copy of 1he Soflware
licensed hereurdar for backup and archival purposes only as 15 nEcessary 1o
support Licenses's cwn authorized use ol the Software, provided thal
Licensee includes on or in all coples (in any form}all capyrlght, trade secrel
or other proprietary notices containgd an ar in thi Soflware as proyided by
Licensor, Additional copies of the Documentation may be lisansed from
Licensor at its (hen applicable charges. Licensee may make (he Soflwars
and Pocumentation (including any copies) available anly @ its amployees
and other persons on Licenses's premises 10 whom such distlasure 15
necessary to anable Licensee lo use the Software or Documantation within
\he scope of lhe license prowded m ihis Schedula. If the Soltwam 15
supplied to any unit or agency of the Uniled Slates Governmenl other than
the Dapariment of Defense, the Soitware and Documentalinn ara classifisy
as “restricted compuler software” and (he Govommenl's nghts 0 tha
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Soltware and Documentation shall be as provided In paragraph (c) (2) of the
Commercial Compuler Software-Restricted Rights clause in FAR 52.22719
and any successor laws, fules or regulations thereto. If the Sciiware Is
supplied lo the Uniled Siates Department of Defense. the Software s
classified as “commerciel computer sofiware’ and the Governmenl [s
furnished tha Saftware and Dacumentation with “restricted nghts” as definad
in paragraph () (1) of the Rights in Technical Dala and Computer Software
clause In DFARS 252.227-7013 and any successor laws, fules of
regulations thereto,

4. PROPRIETARY PROTECTION AND CONFIDENTIALITY: Ownership of
and fite lo the Seftware and Documentation and all coples, In any form,
licaneed under this Schedule are and will remain in Licensor of it suppliers
al all limas, Licensee shall not (1) remove any copyaght, Irade secrel of
other preprietary fight nolices contaned onoor in lhe Software of
Documentalion as provided by Licensor, (Ii) reproducs of modify any
Sofuyare or Documentatian oF copy thereol. (1) reverse assemble, reverse
enginear ar decomplle any Sollware, of copy thereof. 0 whale or in part
{except and only lo the exlent thal such activily 1S exprassly permitted by
applicable law nolwithstanding this limitation), {iv) sell, transfer or othervise
make avallable to others lhe Software or Docurentalion, of any copy
thereof, excapl as expressly permitted by s Sehedule, or (v} aoply any
{echniques to derve any lrade secrets embodied n 1ha Software of
Documertation, Llcensed shall lake all appropriale aclions to ensure tht:
{i) the Software does not leave the Designaied Unit's equipment lacation a5
set forth above, (i) the Sofiware is nol copied by Licensee ar any (hird
parties, and (i) the Sollware is not used in any equipment other than tha
Deslgnated Unit. Licenses shall secure and proléct the Software and
Documentation and cupies (hereol Trom disclosure and shatl take such
actlons with its employets and alher persons who are permiited access 1o
{he Software of Documentsuon or coples a5 may be necessaiy 1o salisfy
Licenses's obligations hereunder.  Prior 10 disposing af any compuler
madium, computer memory or data slorage apparalus, Licensea shall
ensufe that all coples of Sofiware and Documentalion have been érased
therefrom or olharwise desiroyed  In the evenl thal Licencee becomes
aware that any Sollware or Documentation or copies &re being used In &
manner nol permitied by \he licenss, Licensed shall Immedhately notify
Licensor In writing af such facl and if the person or persons so using the
Saftware or Documentation are employad or otherwise subject to Licensee's
direction and conlrol, Licensee shall use reasanable effons (o @rminale
such impermissible use. Licensee will fully cooperate with Licensor 50 B3 10
snable Licensor 1o enforce s propliclary and properly nghts in the
Software  Licansee agrees thal subject 10 Licensses reazonable secunly
procedures. Lisensor shall have immediale access o the Software at all
imes and that Licensor may laks immedisle possession (heresl upon
ermination o expiration of e asscclatss license or this Seheduls
Licenses's obligatlons under s paragraph ghall survive any termination of
a licenze. the Schadule or the Agreemen|

5. UPDATES AND REVISIONS: During the warranty period ar under a
separate service confract or sollware updale subscription, revised or
updated wersians of the Software ligansed under his Schedule may be
made avalabie, at Ligcnsor's option, W Licenses 1o use of o les| while
Llcensee continues use ol a previous version  Licensee has |he nghl te
decide whether 10 inslall any such tevised or updated versiens of to canlinue
use of the previous version after grang due regard Lo the United Stetes Food
and Drug Adminstralion rules and reguiations. However. Lisensee shall pay
Licensor for any serices necessitated by any moditications of tha Software
by Licenses ot by Licenses's lailure lo ulilize Ik current non-investigationsl

version of the Software provided by Llcensor. Soltware updales hat prowide

new featuras or capabililles of (hal feauire hardwarg changes will b= affered
{0 Licansee at purchasa prites espanlished by Licensor Licensor relains e
sale right 1o determine whethal an updale epresems an enhancement of @
previously purchased capabiiny or @ new capabilily for which the Licensec
will be charged,  In addinen, some updates may require Applications
Training perfermed by Licensor's personnel thial will be offered a1 Licgnsors
prevalling rates, Licensor relans the sole nghl o determine whather an
update requires such training

. DELIVERY, RISK OF LOSS AND TITLE: Notwilhstanding the provisions
of Section B of the allached Terms and Congilions of Sale, il any, the
Software and Documentation licensed hereunder shall be delnerad on or
about the delivery date stated In the Agreement unlsss a saparate delivery
dale Is agreed upon, If Software or Docurmeniation ligensed hereunder is
jost or damaged during shipmant fram Licensor, Licensor will replace it at no
charge o Licenses It any Software or Decumentalion supplied by Licensor
Page 13 of 16
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and lleensed hereunder is lost or damaged while in the possession of
Licensee. Licensor will replace il at Licensor's then currenl applicable
charges, if any, for matenals, processing and distributien. Notwithstanding
the provisions of Section & of the allached Terms and Gondihons of Sals, il
any. the Softwara and Documentalion, in any form, and all copies made by
Licenses, including partial copes, and all compulet meaia proviged by
Licensor are and remain the property of Licensor or 15 suppher.  Licenses
has no right. title or interest In the Software, Ine Documenialion. o any
camputer media provided by Licensor, or copies, excepl a5 slaled harein,
and ownership of any such Sofiware, Documentation and computar media
shall at all imes remain with Licensor or (s suppliers.

7. LICENSE TRANSFER: The Software and Documentation, and the
licensa hereunder, may nol be assigned, transterrad of sublicensed except
as hereinafter pravided  Upon the sale or lease of the Deslgnated Ural loa
third party, Licensae may lransfer o such third party. with Ligensors wotien
cansent and In accordance with Llcensor's lhen currerl policies and
charges, the license o use fhe Soltware and Documantalion hereunder,
together with the Software, lhe Documentation, the computer media
provided by Licensor, and all copies provided that: (i) Licensee notifies
Licensor In writing of ihe name and address of sush third party; (1) such it
parly agrees in a writlen instrument detivered 1o Licensor 1o the lerms of this
Schedule; and (ill) Licensee does not relam any copies of the Software or
Dacumantation I any form.

B. WARRANTIES: Licensor warrants thal for (he warranty parlod provided
by Licensor under the atlached Terms and Canditions of Sals, If any, the
Sofiware shall conform In all material respects 1o Licensor's published
specifications as contalned In (he applicable supporting Dotumentallon.
This paragraph replaces Paragraphs 10.1 and 10.4 of any such Terms and
Gonditlons of Sate with respeat (o the Software and Documentation. Such
Documentation may be updaled by Licensor from time lo UME and such
updates may constitule a change in specification  Lipensee acknowledges
that he Software Is of such complexty that it may have inherent or latent
defects. As Licensee's sole remedy under the warranly, Licensar will
provide services, dunng the warfanly period, o correcl documented
Software erfors which Licensor's analysis indicales are caused by a defect
i e unmodified versicn of the Sollware as providad by Licenser. Licensc
doas nal warrant that the Software will meat Licensea’s requirsments, o will
operate in comblnations which may be selecied for use by Licensee, or thal
the operation of the Softwarz will be unintertupled o arror free, Licensee 1z
responsible for determining Iha appropriaie use of and establishing he
limitations of the Software and its assaciated Decumentalion as wall as the
resulls obtained by usa thereol.

LICENSOR MAKES NO WARRANTY WITH RESPECT 1O THE
SOFTWARE AND DOCUMENTATION OTHER THAN THOSE SET FORTH
INTHIS SECTION, THE WARRANTY HEREIN IS IN LIEU OF ALL OTHER
WARRANTIES, EXPRESS OR IMPLIED, INCLUDING BUT NOT LIMITED
TO ANY EXPRESS OR IMPLIED WARRANTIES OF MERCHANTABILITY
OR FITNESS FOR A PARTICULAR PURPOSE, WHICH ARE HEREBY
DISCLAIMED, AND CONSTITUTES THE ONLY WARRANTY MADE WITH
RESPECT TO THE SOFTWARE AND DOCUMENTATION

9, LICENSE TERM AND TERMINATION: The license for Ihe Software and
Qooumentation s effective on the shipment dale al the Sofiware and
Documentalion (F.0.8. shipping point or F A 5. a5 [ha case may be) and
continues urtil Licersee's possession of the Software and all copies ceases
(except In conneclion with a iransfar of the llcense as pennilied by this
Schedule) or until othenwlse lerminaled as provided herein. Licensee may
terminate the license for the Software and Documentation al any time after
discontinuance of use of the Soltware and Documentalian and all coples,
upon written notice 1o Licensor Il Licensee (i) fails o caimply with 15
abligations herein and does nol cure such failure within len (10) days after
raceipt of nolice from Licensor, oF (Ii) attempis 1o assign the Agresmenl ar
this Schedule ot any rights ar obligalions hereunder without Licensors prior
writtan eonsent, then Licensor may lerminale Ihe licansa hereunder and
require the Immediate disconiinuance of all use of Ihe Software and
Documentation and all copies theraol in any farm, Including maodified
versions and updsled works. Within five (5) days afler Ihe lermination af the
license, Licansea shall, 2t Licensors oplion sither (i) relurn la Licensor the
Sofiware and Documentation, and all copes, in @ny form, Including updaled
yarsions, along wilth any computer medla provided by Licensor: or (i)
destroy the affected Software and Dosumantation, and all capigs, In any
form, Including updaled versions, and cerify such relurn on dssiruclion in
wriling o Licensor.

10. MISCELLANEQUS: Since lhe unauthorized use of the Sofiware and/or
Documentalion may leave Licgrzar withoul sn adequate remeady al law,
Licensee agrees that Injuncilve or oiher equitable reliel will b2 appiopriate 10
restrain such use, Ihreatened or aclual Licensee lurther agrees that to the
exent applicable, (1) any ol Licensors supphiers of Software andfof

Created: 9/26/2014 6:20:00 PM
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Documentation Is a direct and intended beneficlary of this Schedule and
may anforce il direclly agains| Licensea wilh respect 10 the Sofiware andlor
Dacumentation provided by such suppliar, and thal til) NO SUPPLIER OF
LICENSOR SHALL BE LIABLE FOR ANY GENERAL, SPECIAL, DIRECT,
INDIRECT, CONSEQUENTIAL, INCIDENTAL OR OTHER DAMAGES
ARISING OUT OF ANY SUBLICENSE OF THE SOFTWARE ANDIOR
DOGUMENTATION. THIS LIMITATION ON LIABILITY SHALL APPLY
EVEN IF ANY REMEDY FAILS OF ITS ESSENTIAL PURPOSE.

11, ADDITIONAL PROVISIONS RELATING TO  THIRD-PARTY
SOFTWARE: Il the Suflwars ncludes soflware licensed by Licensor from
third parties, the fallowing addilianal provisions shall apply:

(a) |f Sofiware 15 provided by Licensor on separale madia and labeled
‘Recovery Medis " Licgnses may use Ihe Retovety Media solely 1o restore
of rainstall the Soflware andior Decumentalion onomnally nstalied on the
Designated UniL

{b) Licensee Is licensed to use the Sollware 1o provide only the limiled
funclionality (specific 1asks ar processes) for which the Designaled Unit has
peen desigred and markeled by Licensor. This license spacifically prohibits
any other use of \he solivare programs or funclions, of inclusion of
additional software programs or funclions that do not directly suppart the
lmited funcuonalily,. on the Designated Unit. I Licensee uses the
Designated Unit (o ascess of ulilize the serices of funcuonally of Microsoft
Windows Sarver producls (such as Microsall Windows NT Servar 4.0 {all
editions) or Miciogall Windows 2000 Sarver (all ediions)), or uses The
Designaled Unit 1o parmit workslalion or compuling devices [0 Sccess or
utilize. the senvices of functionatity of Microsoft Windews Server sroducls,
Licensee may be required 10 ablain a Client Actess Licenze [ol the
Dasignaied Unit andior sach such workslation: of compuling davice.
Licensea should refel 10 the ennd usar license agreement flor s Micrasoit
Windaws Server product for addilienal infofmatan.

() The Sofware may contain suppan for programs written in Java, Java
tachnology is not faull telerant and 15 nol designed. manufaciured, or
inlended lor use of resale 23 online contrel equipment in hazardous
environments requiring fall-aafe perdarmance, such as in the pperahon of
nuclear faciliies, asicrall ravigation o communicalion systems, alr traffic
control, direct life Suppor Mashines, of wenpuns sysiams. in which the
{ailute of Java technology could lead duectly Lo dealh. personat injury, or
savera physical of enviranmerntal daimage. Sun Mierosystems. Inc, has
contraciually ebligated Licensors supplier 1o make this disclaimes

{d) The Scitware may permil Licensol, I1s supplieds), or their respective
afiliates 1o provde or make available lo Licenses Seftware updates,
supplements, add-on componsnts, of Internipt-bacad sevices compunens
of the Software after the daie Licensee obiain 15 initigl copy of the Software
("Supptemental Companents’).

- I Licensor provides or makes availabie 1o Licensze Supplemental
components and na pther end-usar sphware ligensing agreement 1erms are
provided atong with the Supplamental Components, then the terms af this
Software Licanss Schedule shall apply

- If a supplier of Licensar or alliliales of such a suppliar make avaiiable
Supplermental Companenls, and no diher end-uber software licensing
agreement ferms are provided, than {he terms of his Schedule shall apply.
excepl Ihal the suppher of afliliate anlity prowding the Supplemental
Componeni(s] shall be the hcensor al the Sugplemental Component{s),
Licensor, ns suppller{s), and Iheir respective afiliaies reserve the right 1o
discontinue any Inlerngi-based senaces plovided 1o Licensag of mads
available to Lisansee hrough Ihe use of (he Soflware.

(2} The Software and Docuntentation  supplied by Licensor's
suppliers are provided by such supplicrs “a5 18" and with all faults,
SUGH SUPPLIERS DO NOT BEAR ANY OF THE RISK AS TO
SATISFAGTORY QUALITY, PERFORMANCE, ACGURACY, OR EFFORT
(INCLUDING LACK OF MEGLIGENCE) WITH RESPECT TO SUCH
SOFTWARE AND DOCUMENTATION. ALSO, THERE 1S ND WARRANTY
BY SUCH SUPPLIERS AGAINST INTERFERENCE WITH LICENSEE'S
ENJOYMENT OF THE SOFTWARE OR AGAINST INFRINGEMENT. IF
LICENSEE MAS RECEIVED ANY WARRANTIES REGARDING THE
DESIGNATED UNIT OR THE SOFTWARE, THOSE WARRANTIES DO
NOT ORIGINATE FROM, AND ARE NOT BINDING ON, LICENSOR'S
SUPPLIERS.

{) Licensee acknowladges thal portions of the Software are of LS. origin.
Licensea agreas lo camply with all applicable international and national laws
that apply to the Software, including the LS. Export Adminisiration
Regulalions, as well as applicable end-user, end-use and destination
restrictions lssugd by U.S, and other governmenis, Far additlonal
information  on  experting  software  supplied by Mioresofl, see
hitp://vewve. microsofl comiexporting/.

Revised 03/15/05
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TRADE-IN EQUIPMENT REQUIREMENTS

THE FOLLOWING APPLIES ONLY TO THE EXTENT THAT THE QUOTATION INCLUDES AN EQUIPMENT TRADE-IN. THESE
REQUIREMENTS ARE IN ADDITION TO ANY OTHER REFERENGED TERMS AND CONDITIONS ON THE QUOTATION AND SHALL

REMAIN IN EFFECT REGARDLESS OF ANY CONTRARY LANGUAGE! IN THE QUOTATION.

This Quotation includes the trade-in equipment described herein and referenced by either the Project Number identified In the Quotation hereof
(non-Ultrasoundy) or the Trade Allowarice Part Number (Ultrasound) as further described in the associated Trade Sheel which is incorporated
herein by reference. Purchaser certifies that the description of the rade-in equipment as set farth on the Trade Sheel s a lrue and acourate
representation of the equipment, and {hat the equipment is in good working condition unless alherwisa noted on the Trade Sheetl.

The lrade-in equipment must be made available for ramoval na later than turnover of Ihe new equipmenl. Purchaser must vacale the room of all
{tems not listed on the Trade Sheet, or otherwise clearly identify all items listed on the Trade Sheel, prior {o the start of the de-nstallation. If this
is not dona, Seller will have no liability for items which are subsequently removed or scrapped. I the de-Installation or return of Lhe trade-in
equipment s delayed by Purchaser for feasans other than a force majeurs avent, er {f upan inspection by Seller it is determined that the
equipment does not meet the manufaclurer's operating specifications, or il any items listed as included on he Trade Shest are not made
available at the time of de-installation, then trade-in value will be ra-evaluated and any loss in value or addilional casts incurred by Seller shall
be deducted from the established trade-in value and Ihe pricing set forth on this Quotation will be adjusted by change order. In the event that
access Lo the trade-in equipment is denied past 14 days post-lurnover, then Purchaser shall pay 10 Seller a rental fee in lhe amaunt 10% of the
{otal trade-in value plus any additional value provided by an Elevate/Promotional pragram included in this Quotation (no less than $1000) for
each month, ar pait thereof, that ascess is denied. In addition, if the purchase and installalion of the new equipment covered by this Quatation 15
not completed, then Seller shall invoice Purchaser for all costs and mxpenses incured by Seller in connection with the de-installation and
removal of the trade-in equipment, including bul nal limited to labor, materals, rigging oul, and transpartation, which cosls shall be paid by

Purchaser within thirty (30) days of the invnice dale.

Purchaser furlher acknowledges and agrees that (i) the irade-in equipment will be free and clear of all liens and encumbrances including, but not
limited to, unpaid leases and loans, and (hat upon request, It will execute a bill of sale or ofher documenils reasonabiy salisfaclory 1o Siemens to
wransfer title and ownership of the equipment lo Seller, (i) it is Purchaser's sole responisibility to delete all prolected health informatlen and any
other confidential informatien from the equipment prior to de-installation, without damaging or cannibalizing the equipment o otherwise affecting
the operation of the equipment in accordance with its specifications, (iil) the equipmant, including all updates, upgrades, modifications,
enhancements, revisions, software, S/W disks and manuals, shall be relurned lo Siemens in good operaling condition, reasonable wear and lear
excepted, and (iv) to the extent not prohibited by applicable law, Purchaser shall indemnify and hold Seller harmless from and against any and
all claims, demands, causes of action, damages. liability, costs and expenses (including reasonable allormey's fees) resuling of ansing from

Purchaser’s failure lo camply with item (i) above.

FOR MR SYSTEMS: cryogen levels must be least 65% upon lime of de-installation. FOR MOBILE SYSTEMS: system must be road worthy
and a stale issued (e iransferring ownership (o Seller must be received hy Seller prior to the removal of the moblle system. FOR MODALITY
TRADE SYSTEMS (nen-Ullrasound): The trade-in equipment must be ayallable fof inspeclion within twa weeks of the scheduled de-installation
date, In addilion, Purchaser must provide a clear path for the removal of the trade-in equipment. Any additiongl costs due |0 thae need lo use a
larger rig (other than a standard 280 ton rig), as well as any construction activities, street closings, perniits, elc., required Lo de-Install/remove the

squipment are oul-of-scope cosls and will be the respansitility of Purchaser.

Created: 9/26/2014 6:20:00 PM Siemens Medical Solutions USA, Inc. Confidential Page 15 of 16
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Siemens Medical Solutions USA, Inc.
51 Valley Stream Parkway, Malvern, PA 19335
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MR Warranty Information

Product Period of Warranty' Coverage
(New Systems and "Proven
Escellence” Refurblshed Syslems

Qanly)
MR System (not including 12 month Full Warranty
consumablas) (parts & labor)

Post Warranty {after oxpiration of system warranty) — Replacement parts only!

Magnet 12 month Parts only
Spare Parts 8 month Parts only
Consumables Not Covered

Note: Optional extended warranty coverage can be obtained by purchase of aservice agreement,

SIEMENS REPRESENTATIVE
Samuel Wilson - (865) 385-8514

1Perlod of warranty commerices from the date of first use ar completion of installation. whichever oceurs first. In Ihe event the completion of
installalion is delayed for reasons beyond Siamens’ control, the stated warranty period shall commence 0 days after dellvery of squipment.

Created: 9/26/2014 6:20:00 PM Siemens Medical Solutions USA, Inc. Confidential
PRO 1-AF9GHB
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MAGNETOM SKYRA
TYPICAL ROOM PLAN MR

The Intended use for this Cut Sheet s to communicate the spatial requirements as well as the basic architactural,
electrical, structural, and mechanical requirements for this piece of imaging equipment. The information provided in this
dacument Is for reference only, during the pre-planning stage, and therefore does not contain any site specific detailed
requirements. This information is subject to shange without notice. Federal, state and/or local requirements may impact
the final placament of the components. It is the customer's responsibility to ensure that the final layout and placement of

the equipment complies with all applicable requirements.
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SIEMENS N oFTO FEOFEEEEORNE SNT%EU COTII\]CID— 111( f
MAGNETOM SKYRA
TYPICAL ROOM PLAN

1¢'-0"

ﬁ“'ﬁ
J .
..
EQUIPMENT
| ROOM
i
140"
TYPICAL PLAN SCALE: 1/8" = 1'=0"
NO DESCRIPTION SMS | wWBIGHT | BTU/HR DIMENSIONS (INCHES) REMARKS
SYM | (LBS) TO AR w D H
T) | MRC OPERATING CONSOLE AND KEYBOARD =) 132 = |asii/16| 35174 | z83/8
| (2) | coLor WMONTOR FOR MRC =) 22 239 18 5/16 |18 15/18 | 4 3/4 | ON CONSOLE/COUNTER
(3) | Host PG NRC & 49 2,380 1 27 18 1/8B
(%) | CONTANER FOR HOST 500 &) 2% —— | 195/8 | 311/2 | 28 3/8
[(5) | Aarm_BOX ® 2 == 9 s v
(5) | 3T MAGNET WITH COVERS AND PATIENT TAGLE ® | 15802 | 9363 | 0 1/2 | 181 3/4 | 87 3/8
(@) | re—rLTER PLATE (@) 285 853 48 172 | 21 3/4 | 21 1/2
(8) | wwsner stop ® 1 ——— 3 5 3
9) | ELECTRONICS CABINET (GPA/EPC CABINET) @ | 2786 | 13ew | st 1/2 26 77 1/2
SEP CABINET 750 3415 | 255/8 | 255/8 | 735/8
() | POWERWARE 8130 UPS WiTH EBM (OPTION) & | 186 257 | 16 7/8 | 12 7/8 | 18 1/4 | *1,755 ON BATTEREES
GUTSHEET FORTYRGAL # 10024 REV.0 o2 PAGE 1 of B
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SIEMENS NOEFOEOEEEEORI\%T%EUCOT,I\]C[{II )
MAGNETOM SKYRA

SPECIFICATIONS MR

POWER REQUIREMENTS NOISE LEVELS

VOLTAGE RANGE: 480 VAC 10X FOR ALL LINE AND LOAD CONDIIONS. SYSTEM ROOM NOISE LEVEL / dB(A)
VOLTAGE BALANCE: 2% MAYIMUM DIFFERENCE BETWEEN PHASFS ,
CONTROL ROOM <55
EREEUENEAN: 60 Hz & 1.0 He EXAMINATION RODM
LINE IMPEDENCE: 95 mOHMS B8.3 dB(A) AVERAGE VALUE
<TAND BY POWER: R OVER B HOURS INSIDE EXAM ROOM.
HIGHEST AVERAGE POWER 56 KVA EQUIPMENT RODM <653
CONNECTION VALUE (LESS THAN 5 MINUTES) 0 T 1S THE CUSTOMER'S RESFONSIBILITY TO ENSURE THAT ALL LOCAL/
MOMENTARY POWER 140 KVA STATE/OSHA NOISE REGULATIONS ARE ADHERED TO. ADDITIONAL NOISE
BATA MAY BE PROVIDED BY SIEMENS PROJEGT MANAGER UPON REQUEST.
RECOMMENDED TRANSFORMER 150 KVA
MR SYSTEM OVERCURRENT PROTECTION 175 A
RECOMMENDED UPS TaD
UPS SYSTEM OVERCURRENT PROTECTION THD
MAX. ALLOWABLE VOLTAGE DROP AT MAX. POWER 6.0% CE'L'NG HE'GHTS

EXAM ROOM 7'—11" MINIMUM
CONTROL ROOM 6'—11 MINIMUM
EQUIPMENT ROOM  7'—3" MINIMUM

POWER REQUIREMENTS

DEMAND AND CAPACITY REQUIREMENTS NOTES

1), & EAUELEN USR8 ACENT, A, B
.‘mﬂw AT “T'FEM OF INfﬂﬁsL IH'STMLLJ‘AT'E]F!IN WILL REDUCE . REMOTE SYSTEM ]HEIﬂAGNomf.!lCS
2) RECOMMENDED TRANSFORMER SIZE (SYSTEM WITHOUT UPS) IS A

SR SERVER SIEMENS TEMS VIA REM DCA
D L SR oo Wi | (|, el e, T e e PG o TouR S

SOURCE IMPEDANCE FEEDING THE MAGNETOM SYSTEM. INCLUDING ANT
[SOLATION TRANSFORMERS, MUST MEET EQUIPMENT REQUIREMENTS AS " ]
LISTED HERE. SIEMENS RECOMMENDS A TRANSFORMER WTH COPPER L RY L NECTION_h 3
WINDINGS, AN ELECTRO-STATIC SHIELD, AND A LOW IMPEDANCE (<3%) 1, (PREFERRED) VPN — WHERE THE C MER HAS AVAILABLE A VPN
TO ENSURE THAT SOURCE IMPEDANCE REQUIREMENTS ARE MET. CAPABLE FIREWALL OR OTHER VPN APPLIANCE.

] “SRS ROUTER® — CONNECTED TO ANALOG PHONE LINE

REQUIRES ONE M FOLLD

3) OVERCURRENT PROTECTION IS SPECIFIED FOR SYSTEMS WITHOLT 2. (OPTIONAL) ;
UNINTERRUPTIBLE POWER SUPPLY gf:‘s ADDITION OF A UPS VIA SANALOG MODEM®, ETHERNET CONNECTION TO CUSTOMER'S LAN, AND
REQUIRES A HIGHER CAPACITY MAINS n?EcmN (DEPENDENT UPON A POWER OUTLET. NOTE; = *SUPPLIED BY SIEMENS®

UPS MODEL AND SEZE).

LAYIMUM FAULT CURRENT IS DEPENDENT UPON THE IMPEDANCE OF

THE FACILITY ELECTRICAL SYSTEM. CUSTOMER'S ARCHITECT OR

E.R;Dcmm wmchnFELﬁﬁcw NG mgnc OF OVERCURRENT

4) MOMENTARY POWER IS BASED ON A MAXIMUM RMS VALUE FOR FOR MORE lNFORMAT|ON

A PERIOD NOT TO EMCEED FIVE {53”szcmas, AS DEFINED IN NEC

517.2. STAND-BY AND AVERAGE CURRENT ARE SUBSTANTIALLY FOR WORE DETALED PLANNING REQUIREMENTS FOR THIS SYSTEM. SEE

THE TYPIGAL FINAL DRAWING SET MUMBER: 10024

\5’2“' £ CONDUGTOR SIZE SHOULD BE SELECTED TO MEET THE
AGE DROP REQUIREMENTS, TAKING INTO CONSIDERATION THE
MAING CAPAGITY, RUH LENGTH, AND ANY ADDMONAL TRANSFORMERS
USED TO OBTAIN THE PROPER EQUIPMENT VOLTAGE LEVEL. NEMA
STANDARD !CR—Q-—I}?‘_?SR&RWEM.RROOO) PROVIDES GENERAL GUIDELINES
FOR SIZING COND , TRANSFORMERS, AND ELECTRICAL SYSTEMS
FOR MEDICAL IMAGING SYSTEMS.
6) LONG-TIME POWER IS BASED ON THE HIGHEST AVERAGE RMS
Vi FDR A PERIOD EXCEEDING 5 MINUTES DURING CUNICAL
SYSTEM OPERATION, AS DEFINED IN NEC 517.2.
7) A CIRCUIT BREAKER WITH A HIGH INRUSH RATING (>8x RATED

1S REQUIRED

LOWER.
™
T

TO PERMIT SWITCH-ON OF THE UPS SYSTEM
WITHOUT SPURIOUS TRIPPING. CIRCUIT BREAKERS WITH AN ADJUSTABLE
MAGNETIC TRIP (SIEMENS FDB SERIES OR SIMILAR) ARE HIGHLY
RECOMMENDED.

BIEMENS MEDICAL SOLUTIONS USA, HC. CUTSHEET FOR TYPICAL # 10024 REV.0 oarz00 PAGE z o B



SIEMENS SRS
MAGNETOM SKYRA
SPECIFICATONS _________ MR

CHILLED WATER SUPPLY CHILLED WATER REQUIREMENTS

A CHILLED WATER SUPPLY IS REQUIRED TO THE MR| SYSTEM 24
HOURS A DAY, ROUND FOR THE COLD HEAD AND CRADIENT WATER REQUIREMENTS TO BE MEASURED AT THE SEP CABINET.

SUPPLY bamalssep%% STAND A.I.Dﬁg %HCLLER THA%‘H Er:rsngR
i M
STATED REQUIREMENTS. THE GHILLED WATER CAN ALSO BE SUPPLIED FLOW RATE: 26.42 GPM £2.64 GPM
BY A DEDICATED KRAUS ECO CHILLER AND INTERFACE PANEL.
WITHOUT THE USE OF A DEDICATED KRAUS CHILLER, A SEP (SYSTEM WATER TEMPERATURE: 43F — 85F
SEPARATOR CABINET), MUST BE INCLUDED WITH THE SIEMENS ORDER.
THE PIPE SIZE BETWEEM THE KRAUS CHILLER AND INTERFACE PANEL. ETU DISCHARGE TO THE WATER 104,729 BTU/HR
OR BETWEEN THE WATER SUPPLY AND SEP MUST BE 2 INCH UP TO
82 FEET, 2-1/2 INCH UP TO 148 FEET, CONSULT FOR LONGER PIPE. WATER PRESSURE NAXIMUM 87 PSI
ot s Gl o U e e i W =
. HON- S M PPER, ; y
Y |l e
- ERE AR T MAY
O B T T e LS T e AL
, IRGN, N INC, <280 ppm
7ING PLATED STEEL, OR STANDARD STEEL FiPES. CHILLED WATER HARDNESS CALGIUM CARBONATE
THESE REQUIREMENTS ARE REQUIRED FOR NEW INSTALLATIONS, IF
EXISTING WATER PIPES COMPLY WITH SIEMENS WATER SPECIFICATIONS, CHLORNE_GAS, CONCENTRATON <200 ppm
THEY DO NOT NEED TO BE REPLACED. e g
NORMAL TAP WATER MUST BE AVALABLE FOR FILLING THE SECONDARY
WATER CIRCUI. THERE SHALL BE A HOSE BIB LOCATED WITHIN 65'
OF THE SEP, IFP, ACC OR THE KHAUS CHILLER, FOR INSTALLATION OF A méoﬂﬁo cHlLL;_'R. IT IS THE Hﬁm:glﬁ&.l‘l:’nﬂf
USTO! NTRACT PR XU
THE SUPPLY AND RETURN CHILLED WATER PIPES MUST BE LABELED. T OO A O xR, 10, CHILLER START. UP. TR
THE LOCATION OF THE LABELS MUST BE AT ALL CONNEGTION AND DO NOT USE PROPYLENE GLYCOL OR AUTOMOTIVE ANTI~PREEZE.
REFILLING POINTS AND MUST CONTAIN FLOW DIRECTION AND CONTENTS.
THE AMOUNT OF THE MIXTURE MUST FILL THE CHILLER, MR SYSTEM AND

PIPING (SUFPLY AND RETURM), SEE EXAMPLES BELOW.

(1) GALLON OF UNDILLUTED GLYCOL, OR (2) GALLONS OF WATER /GLYCOL
MIXTURE MUST REMAIN ON SITE FOR USE AFTER START UP.

ENVIRONMENTAL REQUIREMENTS

MIXTURE VOLUME INCLUDING SUPPLY & RETURN+15 GAL. CHILLER Je MR

1) MR CONDITIONING IS TO PROVIDE A TEMPERATURE OF 70°F £5F PIPE DIAMETER | TOTAL LENGTH | MIXTURE VOLUME | GLYCOL NEEDED |
N THE CONTROL & EQUIPMENT ROOMS 65F—71°F IN EXAM ROOM. 7 100" 31,3 GALLONS 11.0 GALLONS
RELATIVE HUMIDITY OF 40-60% mgﬂoﬂ_ HDENSING) 1S REQUIRED P 200" 47,6 GALLONS 18.1 GALLONS
Ao OOl D e MENT |3 NSTALLED, | THESE CONDITIONS 23 100, 40.5 GMLONG | 10:4 CALLONS
ARE 7O BE MET AT AL TIMES; 24 HOURS A DAY, 7 DAYS A WEEK. 25" 200" 88,0 GALLONS 25.1 GALLONS
B A T A O or haohs” A MMAIUM. FRESH AR X WIXTURE VOLUME = 314 x (PIPE RADIUS)Z x PIPE LENGTH + 15 GALLDNS.
CHANGE RATE OF 6 TIMES PER HOUR FOR THE EXAM ROOM IS GLYCOL AMOUNT = 38-38% DF MIKTURE VOLUME,
REQUIRED., AR SUPPLY AND RETURN ABOVE THE FINISHED CEILING
M THE EXAM ROOM IS RECOMMENDED. EACH ROOM SHOULD HAVE A
DEDICATED CONTROL AND SEMSOR TG MONITOR AND ADJUST THE AIR,
3) THE HEAT INTO THE EXAM ROOM IS LESS THAN 10,236 BTU/HR.
THE HEAT INTO THE EQUIPMENT ROOM IS TYPICALLY 32,415 BTU/HR.
MAXIMUM 40,948 BIU/HR. THIS HEAT DISSIPATION 1S FROM THE QUENCH VENT NOTES
S "”m“gé‘km miu ?rS?RT ES,{“‘T?‘B’&‘" &) LIGUID AND GASSEOUS MELUM ARE USED IN THE OPERATION OF A
Hi Al
AND LIGHTNG MUST BE O el SUBERCONDUCTING MR SYSTEM. THE MECHANICAL CONTRACTOR SHALL
:I) T IS IMPORTANT FOR FRESH AIR INTAKE SYSTEMS TO EXHAUST PROVIDE A VENT, ACCORDING TO SIEMENS SPECIFICATIONS, 1O EXHAUST
R DIRECTLY QUT OF THE BUILDING. THE EXHAUST AIR MUST NOT CASSEOUS HELUM FROM THE MAGNET TO OUTSIDE THE BUILDING.
BE DEFLECTED INTO ANOTHER ROOM. THE MAGNET ROOM EXHAUST PLEASE SEE THE SIEMENS TYPICAL DRAWINGS FOR DETAILS.
AR SHOULD BE INSTALLED AT LEAST 6'-0" ABOVE FINISHED FLOOR.
g% THE AIR INTAKE OF THE AR CONDITIONMNG SYSTEM MUST NOT
LOCATED N THE VICHITY OF THE QUENCH VENT EXHAUST.
6) IF THE INPUT DRAWS UFON AIR FROM OUTSIDE THE BUILDING, IT
IS RECOMMENDED TO IMSTALL AN ON-SITE FILTER TO REMOVE DUST
PARTICLES GREATER THAN 10 MICRONS,
00r20N0 PAGE 3 of B
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FOR REFERENCE ONLY,
NOT FOR CONSTRUCTION.

SIEMENS

MAGNETOM SKYRA

SPECIFICATIONS MR

PROTECTING THE MAGNETIC FIELD

THE SIEMENS MAGNETOM UTILIZES A SUPERCONDUCTIVE MAGNET WITH
AN EXTREMELY HOMOGEMEOUS FIELD WITHIN THE MAGNET TO PROVIDE
DISTORTION—~FREE [MAGING. THE P! OF FERROMAGNETIC

PROTECTING THE ENVIRONMENT

PROTECTING THE IMMEDIATE ENVIROMMENT FROM THE EFFECT OF THE
HETER B e et skl ol
MAY BE ERASED IF IN CLOSE PROXIMITY. ~CAUTION WITH REGARD 70 MATERAL WTTHIN THE Y O T N G TS, ABPLIES 1O
ML o e GO TG || | TR et e e T
EXPOSED TO AN EXTERMAL MAGNETIC FIELD, THEREFORE, PACEMAKER MINIMIZED, STATIONARY STEFI, COMPENSATION MAY BE ACHIEVED BY
USERS MUST BE KEFT AT A SPECIFIED DISTANCE FROM THE MAGNET
WHICH IS DETERMINED BY THE MAGNEIC FIELD STRENGTH.

MAGHET POSITIONING AND SELECTIVE USE OF SHIMS, FIELD DISTORTION
ENCOUNTERED BY MOVING FERROMAGNETIC OBJECTS IS MORE DIFFICULT
T0 COMPENSATE AND MAY REQUIRE THE USE OF MAGNETIC SHIELDING.

MAGNET SITING REQUIREMENTS

IT MUST BE ENSURED THAT THE MAGNET IS LOCATED SO THAT THE
STABILITY AND MOMOGEMEITY OF THE MAGNETIC FIELD ARE NOT
ADVERSELY ASFECTED BY EXTHANEOUS FIELDS AND STATIC OR
DYNAMIC FERROMAGNETIC OBJECTS.

MAGNETIC FRINGE FIELDS

MAGNETIC FIELDS MAY AFFECT THE FUNCTION OF DEVICES IN THE
VICINITY OF THE MAGNET. THESE DEVICES MUST BE OUTSIDE CERTAIN
MAGNETIC FIELDS. THE DISTANGES LISTED ARE FROM THE MAGHET
ISOCENTER AND DO ROT CONSIDER ANY MAGNETIC ROGM SHIELDING.

X/Y AND Z A0S | DEVICES X/Y AND Z AXIS SOURCE OF INTERFERENCE
§'—11" / 10~6" | SMALL MOTORS, WATCHES, CAMERAS, CREDIT $-o" FLOOR STEEL REINFORCEMENT<20 LBS./ FT*
3.0mT CARDS, MAGNETIC DATA CARRIERS (SHORT- IRON BEAMS < 68 LBS./FT.
. - TERM EXPOSURE) 18—0" / 21'—3" | SIRETCHERS UP TO 110 LS,
7= /132 COMPUTERS, MAGNETIC DiSK DRIVES, 15°-1" A/C CHILLERS
1.0mT OSCILLOSCOPES, PROCESSORS e ] 21T
= = TRANSPORT DEVICES UP TO 440 LBS.
a8-7" / 15-2 CARDIAC PACEMAKERS, X—RAY TUBES, = ="
0 ng INSULIN PUMPS, thwk MONITORS, MAGNETIC 21-3 / 28'-2 VEHICLES UP TO 2,000 LBS.
. DATA CARRIERS ( —TERM _STORAGE) 22'—11" / 31'-2" | ELEVATORS, TRUCKS UP TO 10,000 LBS.
11=-2" / 20°-17
1 g 1/5mT OR MONTIORS, SIEMENS CT SCANNERS 394"/ 252" AC TRANSFORMERS LESS THAN 100 KVA
R 41°-0"/32'~9" AC TRANSFORMERS LESS THAN 250 KVA
0.1mT SIEMENS LINFAR ACCELERATORS 42'-7"/39'-4" AC TRANSFORMERS LESS THAN 650 KVA
o / 2511 | X_RAY AGE INTENSIFIERS, GAMNA CAUERAS, AS'—117/40°=2" AC TRANSFORMERS LESS THAN 1600 KVA
0.05mT Eﬁr CYCLOTRON, T%gnm MICROSCOPES, 2'~10°/6'—~6" AC CAHLES, MOTORS LESS THAN 100 AMPS
THE GWNER/USER 15 TO VERIFY THE LOCATION OF THE 0.SmT FIELD 22'-117/9'-10" | AC CABLES, MOTORS LESS THAN 250 AMPS
AND ENSURE THAT [T IS MAINTAINED AS A RESTRICTED AREA. 131°-2" ELECTRIC RAILWAY SYSTEMS

FOR IRON OBJECTS LOCATED UP TO 45' FROM THE Z AXIS, THE
DISTANCES FOR THE Z AXIS MUST BE USED.
REDUCTION IS POSSIBLE WITH STEEL SHIELDING.

MAXIMUM CABLE LENGTH

THERE ARE 3 DIFFERENT LENGTHS OF CABLE THAT ARE AVAILABLE

FOR THE MRl SYSTEM DIFFERENTIATED BY MAXIMUM LENGTHS FROM
THE WAGNET TO THE FILTER PANEL {INSIDE) AND FROM THE FILTER
PANEL TO THE ELECTRONICS {QUTSIDE).

INSIDE OUTSIDE
20" 4
20" 32'
20° 39'

FOR CAPLE TRAVEL FROM THE FILTER

THE VERTICAL DISTANCE
PANEL TO THE CABLE TRAY, AND FROM THE CABLE TRAY 10 THE
MAGNET MUST BE CONSIDERED.

THE MAXIMUM DISTANCE FROM THE ACC CABINET TO THE CONTROL
CONSOLE IS 75 FEET.

PAGE 4 of &
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SIEMENS

MAGNETOM SKYRA
SPEGIFICATIONS

FOR REFERENCE ONLY,
NOT FOR CONSTRUCTION.

MR

RF SHIELDING

BUILDING VIBRATIONS

THE

OF RADID FREQUENGY WAVES EMANATING FROM EXTERNAL

THE REQUIRED ATTENUATION |5 60dB8 IN THE FREQUENCY RANGE OF
15-128 MHz. F CO-SITING TWO SYSTEMS EACH ROCM SHOULD BE
100 dB. THE RF SHIELD MUST BE TESTED EEFORE AND AFTER
MAGNET PLACEMENT IN THE RF RODM AND AFTER THE SIEMENS RF
FILTER PANEL IS INSTALLED.

THE RF-SHIELDING WMUST BE INSULATED FROM ALL GROUNDS SUCH
THAT THE ONLY GROUND IS THE SINGLE POINT GROUND ON THE
CUTSIDE OF THE RF—-ROOM WALL. RESISTANCE = 100 OHWS.

AL ELECTRICAL LINES INTO THE RF ROOM MUST BE ROUTED
THROUGH RF FILTERS (PROVIDED BY RF SHIELDING SUPPLER).
SUPPLY UNES (E.G. FIBER OPTIC
UTED THROUGH

FOR PRESSURE EQUALIZATION PURPOSES THE RF DOOR SHOULD OPEN
70 THE OUTSIDE OF THE RF ROOM. AS AN ALTERNATIVE A 24"x24"
OPENING IN THE RF ROOM FOR PRESSURE EQUALIZATION IS REQUIRED.

EXAMINATION AREA MUST BE SHIELDED TO PROVIDE A REDUCTION
TRANSMITTERS.

VIBRATION OF THE SITE HAS THE ABIUTY TO AFFECT THE STABILITY
AND HOMOGENEITY OF THE MAGNETIC FIELD. THEREFORE EXTERMAL
VIBRATIONS OR SHOCKS AFFECTING THE MAGNET MAY DECRAGE IMAGE
QUALITY. IN THE THREE SPATIAL ORITENTATIONS THE BUILDING MUST »
NOT EMCEED ACCELERATION OF 0.001m/s or —B0dB(y) g=9.81 m/s

THE REQUIREMENT FOR 9max IS MEASURED AS MAXIMUM RMS VALUE
PER FREQUENGY COMPONENT <0.5Hz IN THE FOURIER TRANSFORMATION
OF THE RECORDED SIGNAL (SPECTRUM).

THE VIBRATION LEVEL OF CONTINUOUS VIBRATKING éCNJSED BY AR
CONDITIONER, COMPRESSOR, ETC.) AT THE LOCATION OF THE MAGNET
MUST NOT EXCEED THE SPECIFED VALUES.

FOR ALL NON—CONTINQUS TRANSIENT VIBRATIONS THE FIGURES

SHOULD BE MULTIPLED BY 4 {OR 124B).

CONTACT SIEMENS PROJECT MANAGER FOR MORE DETAILS.

TRANSPORTING REQUIREMENTS

LARGEST ITEM — MAGNET - 18,298 LSS,

mg DIMENSIONS:  7'—6" HE;& x 77" m% x :?1'1}5' LE'E?NG
J BE m‘t EDI 3 10 5’L5j.” THE ROOF o'gmnc SHOEIE
BE 4° LARGER THAN THE MACNET DIMENSIONS.

TO TRANSPORT THE GPA/ACC CABINET (2,756 POUNDS) A, MINIMUM
ROOM HEIGHT OF 6'-9" WITH TRANSPORT ROLLERS, &'-5"
WITHOUT TRAMSPORT ROLLERS IS REQUIRED.

SIEMENA MEDICAL SOLUTIONS USA, ING,

CUTSHEET FORTYPICAL # 10024
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CONTRACT ADDENDUM

Siemens Medical Solutions USA, Inc.
Purchase Agreement/Terms and Conditions of Sale

This Addendum shall become a part of each of the equipment sales agreements
between Siemens Medical Scolutions USA, Inc. (“Siemens” or “Seller") and
University Health System (*Purchaser”), referenced as Siemens’ Quotation
numbers listed below.

BU |System Quote

XP [Luminos Aglle YD RS 1-AALEOS v.0
XP |Luminos Agile YD RS 1-AANJKF v.1
XP |RS Mobilett XP Mira 1-ABCB8G v.0
XP |ARCADIS Avantic Dema [1-7J70NK v.1
MR |Skyra 1-ASVBQI v.1
Us |RS 52000 1-9YPLV1

Us |R$ $2000 1-ACFGHP
AX |Artls Q biplane 1-8XE5QP v. 2
AX |Artis zee floor 1-93CHMT v, 1

Symbila Intevo 16

1-82VB8D rev.0

Ml

Symbia E Singe Head

1.7U2141 rev.1

The applicable MedAsset GPO Terms and Conditions will govern all the
Quotations listed above. For items not included on the MedAsset contract,
Siemens will extend the MedAsset Terms exclusive of any administration fee

paid by Siemens to MedAssets.

Siemeps_ Mgdical Solutions USA, Inc. University Health Sgstem
By:“f""}f_; nﬂ’{i N0 By:. q/\/")’\’"‘ . H.#E“): 17%7 A0
Name: Fbi ﬁ:H g\\&v Name; WM, D Lgre
Title: e lvwe N T Tl Sv/ & (OO

Date; 7 /5 /1~ Date: q / 2 /7 ot

- bl et

Name; M.aat < le

= ’{1 \.‘,hu-f‘



S l EM E NS Proposal # 1-AFU4RD

District / Sales Office

SIEMENS MEDICAL SOLUTIONS USA,INC.
3683 North Sam Houslon Sulte 400

Houston, TX 77032

At Michasl Atweod

Phone:  (616) 939-83%4

Fax: (516) 866-5922

Emalt  michaglatwood@slemens.com

Sold To Bill To Payer

UNIVERSITY HEALTH SYSTEM INC UNIVERSITY HEALTH SYSTEM INC UNIVERSITY HEALTH SYSTEM INC
1924 ALCOA HWY 1924 Alcoa Hwy 1924 ALCOA HWY

KNOXVILLE, TN 37920 KNOXVILLE, TN 37930 KNOXVILLE, TN 37820

Stemens Medical Solutions USA, Ing, 5 pleased lo subimit the foficiving propasal for senvics and meintanance dascrbad hersin al he slaled prices and leims.
Subjoct lo your accepianca of iha lerms and condilfons on the fas and ganaral torms and concitions Document hersol,

it;rn g Sﬁsgem Name F:m:l Service Agreement Gonlract Duration F:Vﬂaor;ﬂl;‘rlzie Parlt;lt:igear Annual Price
1 AXIOM Luminos Aglla Gold contract VWarranty + 5 Years 80 $0 $43,795
2 AXIOM Luminos Agile Gold cantracl Wamanty + 5 Years $0 $0 43,796
3 Symbla Inteve 18 Gald contract Wamanty + 5 Years 30 $0 $69,310
4 Symbia E Single Head Gold contract Warranty + 5 Years $0 30 $21,103
5 Arlis Q Biplane Select contracl Warranly + 5 Years $0 $0 $122,583
8 syngo X Workplace Select contract Warranty + 5 Years $0 30 $6,110
7 Mark 7 Arerion Injector OEM contract Warranty + 5 Years $0 $0 $4,230
8 | Eaton 9390IT 40kVA WATS OEM coniract Warranty + 5 Years 30 80 $4,300
9 Artis zee Floor Select contract Warranty + 5 Years $0 §0 $79,667
10 synga X Workplace Selact contract Warranty + 5 Years 30 %0 $8,110
1 Mobilett Mira Silver cantract Warmraanly + 5 Years 30 $0 $8,242
12 Magnetom Skyra Seled contract Warranty + 5 Years %0 %0 $129,524
13 £CQ Chiller | OEMcontract Warranly + 5 Years 30 §0 se's?
14 $2000 Silver contract Warranty + 5 Years S0 %0 $8,513
15 52000 Silver cantract Warranly + 5 Years___ 80| 50 $8,513
16 ARCADIS Avantic Sliver contracl Warranty + 5 Years s—or $0 $1 O,BE

Proactive Service Plans: (Pinnacle, Selact, Essential) Notwithstanding anything to the contrary contained in this Agreement,
ramote access o the Equipment identified above will be established through a broadband internet based connection to either 3
Cusfomer-owned of Siemens-provided secure and-point, The method of cannection will be 2 Peer-to -Peer VPN IPsec tunnel
{non-client based) with specific Inbound and outbound port requirgments.

Includas:
Pacts andlor Labor o the extant shown in Exhibit A.
Principal Coverage Period (PCP) as stated in Exhibit A for each system.

Syslem Updales.
Access to Siemens Customer Care Center for technical telephone support (remote diagnostics, If avallable to the site and the

equipment).

Excludes:

~onsumables (batteries, leads, padding, storega media, cassettes, etc.), non-Slomens components and accassories (such as
VCR, Injector, laser printer, MR surface coils, fablesizble tops, chiller, UPS, etc.) unless specifically identified In Exhibit A. Parts
| defective due to "acts of God", abuse, misuse, neglect, thermal and shock. Glassware (unless purchased as an oplion).
Greated: 9/29/2014 11:69;00 AM Slemens Madicat Solutions USA, Inc. Confidential Page 1 0f 28
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SIEMENS Proposal # 1-AFU4RD

EO!‘QB:

The chilled water supply Is an intearal part of the MR Equipment covered by this Agreement and is critical for the proper
operation of the Equipment and for minimizing the loss of cryogens and preventing damage to the MR and its componants.
Serviclng of the chiller by vendars contracted and certified by Siemens is the recommended path for reducing downtime,
potential cryogen losses and damage to the MR and its cornponants. Cryogens lost on the assoclated MR Equipment and any
other demages caused to the MR and any of its components due o issues with chillers not serviced by Siemens under a
Siemens semvice contract or due fo other excluded causes (e.g., Interruption of power, forca majeure occurrences, Customner
misuss or negligence, ete.) ara not covered under this Agreement and will be replaced andfor repaired at the Customei's sola
cost and expense at the current negoliated rate for Siemans "Servica By Request” (Time and Materials) customers.

Terms of payment: Net 30 days from lnvolce dale. Past due payment Is subject to 1.5% Intarest charge par month,

Cgegomer‘ Acceptance Siemens Medical Solutions USA, Inc.
Ko .
(By) (Signature) (8Y) (Signature)

Zons Gew gl te ﬁ_gf_aé&’/ Michas| Atwood Service Sales Execttve
hama and Title / / Name and Title
Acceptanca Date ?' 5(." /i "/

Customer P.O. # (enter P.O. # for contract bifling; If not provided, Siemens will involce without P.0.)
(Wnlfial If P.Q. Is required but will be issued prior to warmanty explmtion)
Standing P.O. # (for T&M charges outside of the contract)
This sorvice sgreement propssal is valid for 30 days. Ag th fecliva upon cuslomar signglure and Slemans acceplance,
Customer’s acceplance scknowledges recelpl and ag tta Terms and Condifions &l forth on alf pagas of this proposal.
Croated: 9/29/2014 11:69:00 AM Slemens Medlcal Solutions USA, Inc. Confidential Page 2 of 28
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SIEMENS

Proposal # 1-AFU4RD

ltem #12:

Equipment: Magnetom Skyra

Equipment Location: UNIVERSITY HEALTH SYSTEM INC

Address: 1924 ALCOA HWY, 32849, KNOCXVILLE, TN 37920

Functional Location: Service Quote Nr: Equipment Quote Nr: Payment Frequency:

1-ABVOYN Rev 2 1-3M11UV Monthly
Warranty Agreement: Warranty Start: Warranty End: Warranty Price:
Extended Warraniy Upon Warranty 1 Year Duration $0
Commencemeant

Service Agreement: Contract Start: Contract End: Annual Price:

Select contract Upon Warranty Expiration | 5 Year Duration $120,524

(See Glossary pages for detailed description of items listed below.)

Covarage applies during the Warraniy or Contract Perlod as Indlcatad: Warranly Perlod | Contract Period

08:00am - 08:00am -

Principal Coverage Period 10:00pm M-F 10;00pm M-F

Annual Exam Allowance Unlimited Unilrnited

Uptime Guarantee 28% 98%

Phone Responsé 30 min 30 min

On-Site Response 4 hours 4 hours

Paris Order Reguirement Moon MNoan

Paris Delivery Same Day Same Day

5130 UPS Coverage v

Safaty Checks

Planned Maintenance

Quality Assurance

Updates

Labor

Siemens Remote Services

Travel

LifeNet Access

Application Hotline Phone Support

Technical Phone Support

ACR Support Package MR

Real Tima Monitoring

Guardian Pro MR

UM Advanced Report MR

Continuous Effort

Genaral Spare Parls Coverage

P's performed oulside PCP weekdays

Siamengs Virus Protection SELECT

Coil Coverage

MMA and Helium

syngo Remole Assisl Holline Support

R RN RN R R e N RN N N N e N N Bt st I

N EN A EN Y CU RN RN R AN RN N N AN NN RV B

Saturday & sunday PCP 8am-5pm
&craditsd Self Study Pragram NIA Cly 1
& learning subseription for 12 months / 12 CEUs NIA Qty 1
| EVOLVE SkyVeDol/SkyFil, | step N/A <
: .N_9?1'tir;tjzfgi?@?ﬁfﬁi@'ﬁ?ﬂiﬁéjﬁ&ﬁeﬁ‘é@im?::i_EHE&Ti'ﬁim:e_f.éb'c?iia‘eﬁ?:@é?iéﬁLﬁb'rﬁéfﬁi?;,”'.}?I
Greated: 9/29/2014 11:59:00 AM Slemens Madlcal Solutions USA, Inc. Confidential Page 15 of 2B
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SIEMENS

Proposal # 1-AFU4RD

Glossary

Deliverables

Description

100,000 scansec dura x-ray
fube coverage

Warranly - Unlimited tube coverage pravided on all CT x-ray tubes. After warranty - Arinual x-ray tube
coverage Is limited to 100,000 scan seconds.

200,000 scansec dura x-ray
tube coverage
(Alternative)

Warranty - Unlimited tube coverage provided on all CT x-ray tubes. After warranty - Annual x-ray tube
covarage Is limited to 200,000 scan seconds.

300,000 scansec dura x-ray
tube coverage
(Alternative)

Warranty - Unlimited tube coverage provided on all CT x-ray tubes. After warranty - Annual x-ray ube
coverage is limited {o 300,000 scan seconds.

9130 UPS Coverage

If selected, covers the 9130 UPS and extanded batlery moduls on all contracts having full parte
covarage. For contracts inoluding a parts allowance, the UPS will ba applied tov/ard the parts
allowance. For contracts without any parts coverags, the replacemeant UPS will be bilied with 2 15%

discount.

Accradited Self Study
Program

This accredied self-sludy program provides the lalest irends 1n Imaging. These hot topic review articles
will be malled directly lo your Institution and will provide up fo 24 Category A Continuing Education
Credits fully recognized by ARRT and NMTCB. A comprehensive study gulde accompanles each
article to help ensure focus on technoleglstrelevant information.

ACR Support Offering for US

This ecoreditation asslstence package for one applicable Slemens Ulirasound system includas
unlimited technical and alinleal phone support pertaining 1o the system readiness and deliverables
dascribed abova, parformed by the Customer Care Cenler during normal hours of operation M-F 8-BPM
EST. Supporting dellverables Include one printed aceredilation guidebook {additional copies available
electronically) allgned to he applicable Siemens system and Siemens operating system nomenclalure.
Customer |s responsitile for applylng for accredilation, and all tasks and casts related to the application
and acqulring the ACR phanlom, collecting images, working with and communicating with 1he ACR.
Numerous factors determine whether a sife receives ACR accreditation. Therefore, Slemens does nol
guarantes 3 site will recelve ACR acorediation.

ACR Support Package for Mi
SPECT

This ACR aczradilation assislanca package includes a remotely execuled pre-submission syslem
quality check to evaluate the readiness of one appiicable Slemens system to acquire images for ACR
accreditation. Supperiing deliverables Include ane printed acoreditation guldetiook (additienal copies
avallable elecironically) aligned to the applicabla Slemans sysiem znd Slamensa oparaling aystem
nomenclatura, workflow lemplates and/or phantom acquisition protocols and available wab based user
training containing maging acquisition tips relative to the AGR accredilation process, Additionally,
unlimited lechnical and ciinical applications phone suppart partalning lo the system rearliness and
deliverables describad above | performed by (ha Uplime Serviea Center during normal bours of
operation M-F 8-8PM EST during the lerm of this engagemsnt agresmeni. Customer is rasponsible for
zpplying for acereditation, and all tasks and costs relaled (o the applicalion and scquining the ACR
phantom, cullecting Images, working with and communleating with the ACR, Numerous factors
datarmine whather a slte receives ACR acoredilation  Themefore, Slemens does nol guaranies a sile
will receiva ACR accrediiation.

ACR Support Package MR

This ACR accredliation assislance package includas a remntely execuled pre-submission systam
quality check to evaluate tha readiness of one applicabla Slemens system Lo acqulre imeges for AGR
acoreditation, Supperting deliverables include ona printed accredilation guidebook (additional coplas
available electronically) aligned o the applicable Siemaens system and Slemens opsrating system
normenclature, workilow templates andior phantom aequisition protocols and avallable wab bassd user
training conlaining imaging acquisition llps refative to the ACR acereditation proczss, Additionally,
unlimited technical and clinical applicallons phone support peraining to the system raadiness and
deliverablas describad abave , periormed by the Uptime Servica Canter during normal hours of
operatlon M-F 8-8PM EST during the tarm of this engagament agreament. Customer ls rasponsible for
applying for accreditation, and all tasks and coats related to the appllcation and acquiring the ACR
phantom, collealing images, working with and communicating with the ACR, Numanous factors
datermine whethar a slle recelvas ACR accreditation, Theraforg, Siemens does not guarantee a sile
will receive ACR accradifation,

After Sales Option - 30%
discount

Includes a discount of 30% on Sales Options.

Application Hetline Phone
Support

Siamens Customer Care Center Clinical Applications Phone Support is providied with this confract
during modalily spacilier hours, call 1-800-888-7436 with your questions and lo recelve direct access 10
a Clinlcal Education Speciallst

Artis zee Cockpit Service

Includes tha labor and pars required to maintain, calibrate, and service your Artis Cockplt system

Automatic Collimator Changer
Caverage

Roeplacemnent of Automalic Collimalor Changer, if necassary. Excludes Colllmalor.

Automatlc Quality Control
Coveragsa

Coverage of oplional Aulomalic Qualily Control subsystam (enly if includad on Exdibit A). Excludss
replenlshment of coball-57 saurces.

Battery caverage
{Optional)

Battery Coverag,?(_Pans) for the mobil rad systems

Creatad: 9/29/2044 11:59:00 AM
Doc Id # 1-AFU4RF
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SIEMENS

Proposal # 1-AFU4RD

Deliverables

Description

Chiller Coverage Exclusions

Glycol Is @ cansumabies 2nd the cuslomer's responsibility to maintaln glycol ensile afler installation, If
the sarvice vendor Is not able to identify the specific suppller of glycol in the syslem, [t may become
necessary to flush and reflll the system to specifications.

Flush and refills under thesa clrcumstances are considerad an exclusion to the servics agreement,

Coil Coverage

Covers the repair and replacement of Siemens calls (Third Party colls are not covered, Le. Invivo 4
Channel wrist amay, lower extramity, knee amray, 7-channel Breast, 4 ch. Srmall Extramity coll, 8
channel Shoulder) If your service conlract has a parts allowanca, the colls will be deducted from the
parts allowanca. If you do not have parts covarage, repair or replacement of a call will ba a billable
aharge.

Continuous Effort

In room-down/system-down situations, on-site wark will confinue past the cantract PGP, 7 days a weel
al no addilional charga untll the system is repaired, by not later than 1:00 a.m. local ime, Conlinuous
Effort applies only when a GSE has bean on-site for al least one (1) hour prior to the end of the PCP. In
suich a tase, Cantinuous Effort shall begln al the end of the PCP and end al 1 a.m, the failowing
calendar day, Continuous Efforl shall resume no scaner than saven (7} hours later, and may resume at
a fater tima with lhe conzant of the Cuslamear,

Direct Access to TSE 7am-
10pm ET

Live transfer to a TSE whan reaclve sarvice calls are placed to the Uptime Sarvice Center.

e.lparning subscription for 12
months { 12 CEUs

This annual edearning subscriplion will provide aceess for up Lo (2) technologlsts lo utilize a fotal of up
to (12) Category A Continuing Education Credits to engage In a varlety of mulll-modality seli-pacad
education fopica fram allnlcal fundamantals o product specific lraining and beyond. These online
offerings provid the Nexibllily and convanlence 1o maintain continulng educalion requiraments and are
fully recognized by ARRT and NMTCEB, For every suhseriplion purehasad an adaditional (2)
tachnaloglsts and 12 CEUs will be added. Explres per canlracl expiration. To engage in this effering,
the selacled users will need 1o visit

www.medlcal. siemens.com/education

Select Clinlcal Tralning and Continuing Education>Virtual Education>Modality selection, Click the link
for sarvice caniract customers snd fill out necassary Informatlon for sccount setup.

e.madia

Coverage of optional patient enteriainment system (only If includad on Exhibit A).

Evolve

Enhancements io Oparaling Software and pravicusly purchasad soltware options thal are Included only
when or if avallable,

EVOLVE Sky/VeDot/SkyFit, 1
step

Provides system sofiware upgrades (o (he next syngo laval, and when avallable, 1 computer hardwara
upgrade to the main system during the contract term. The contrac! term must be a minimum of 4 or
reater vears. syngo MultiModality Workplace excluded In sl cases,

FD or mFD Detector coverage
WIF

Covers replacernent of standard Flal Panel Detector or mFD for wear and failure.

General Spare Parts Goverage

Replacement of slandard spare parle, Excludes high-vacuum compenents (image intensiflers, %-ray
{ubes, CT fubss, mammography tubas), Excludes consumables (batleries, leads, padding, slorage
mmedia, casseties, radioactive sources, elc.), shock wave components, fransducers, TEE'S and speclal
probas, flat pangl detectors, MMLC, and waveguides. Excludes non-Slemens parts (MR surface colls,
VCR, Injector, laser, printer. chiller, UPS, ele)) unless spacifiically identified in Exhitit A

For Oncology only; Excludes high-vacuum companents (including Magnetron, Klystron and Thyratron),
waveguides, and ofher glassware, including lubes. Excludes HD2T0, multlieal collimator (58-leaf),
Optifocus B2-leal MLG, Optivue fiat panel, Beamview, Micromaduleat Collimator, Lanlis compuler
hardwars, Coherance RT Archive, Lentis and Ceherence softwars subscription and support.

Gigalix Tube and FD Bundle

X-ray tube and Deteclor are covered for the full value of reptacement for Wear and Fallure, Covarage
af tha datecter and {uba Is bundlad and is provided ata discounted rale.

Guardian Pro AX

Tha Biemens Guardian Program W affers you proactlve onling montoring of your syslem's parformsnca
on an ongolng real-ime basis, By continuously monlloring your sysiem for possitle deviatiens from
current riorms, the Guardian Program provides for a high level of system avallablity, making It posaible
{o datect and resalve system srrors before malfunctions occur, In the event of & system arror message,
one of our cerlified support englneers will Immediately evaluate and inltiate appropriate actions., An
expert opinion on the axact stalus of your syslem is also offered welihln this first 16 minules.

Guardian Pro MR

A workiiow assurance program bullt upon the SRS plalform, Guslomer | required to provida a full-lime
VPN connection. Customer's system Is actively manitored at the UPTIME ta detect problems before
{hey franslate Into system failure. Ses Glossary for descriplion and Exhibit A for a complete Iisl of

dellverables,

Guardian Select - MI

The Siemens Guardian Program T offers you proactiva online monitoring of your syslem's
performanca on an ongoing real-time basls. By continuously monitoring your systam for possible
devialions fram current norms, the Guardian Program provides for & igh level of system avallability,
making it pozsible fo detecl and resolve system ermors before malfunclions accur. In the eventof a
system aror message, one of our certified support engineers will Immediately evaluate and inilate
appropriste aclions.. An exparl opinion on the exact slalus of your sysiam is alzo offered within tha first

16 minutes.
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Deliverables Description
Hardware Updates/Upgrades

Image Intenslfler coverage

Covars replacement of Image Infensifier, f necessary.

integrated Collimator Changer
Coverage

Coverage of optional inegrated Collfmator Changer subsyster (only If Included on Exhiblt A).
Excludes collimalar covarage.

Labor

Unlimiled coverage of on-slte labor during the Princlpal Coverage Period Indicated. Preferred labor
rates [ar billable service cutside of Principal Coveraga Perlod (at current prevalling tierad rates).

Large Display Monitor

Covers parts and laber to repair large display manilor, if reguirad.

The LifeNet portal provides access (o cusiomer service informaltion related to diagnostic Imaglng

LifeNet Access equipment. Access includes sefvice and PM management tools, equipment performance reports,
service documentation, zsset management and servica conlracl management tools and much more.
X-ray {ube and Deteclor are covered for the full value of replacement for Wear and Failure.
:‘:ﬂg%:leb; r?:'_?)l gh‘: d'}':be and Coverage of the detector and tube Is bundled and is pravided at a discounied rale.

MMA and Hellum

Maintenanc2 of magnel ancillary components and magnet performance. Covers paris assoolaled with
maintalning the magnet and refrigeration components (CryoCare). Covers burst disc, vent kit, valves,
MSUP, ERDU, helium compressor, high pressure gas linas and cold head, If the magnet refrigeration
system shuts down due fo facility services fallure or other causes, then additional charges may apply for
cryogen refills and any resulling damages caused to system components. In addilion, helium refills due
to a customer-caused guench wilt be chargeable.

Mobllett Tube Coverags

Covers replacement of Mabllett Tube, if necessary.

Monitor Coverage

Covers repair or replacenient of defectlve moniter, if reguired.

Siemens guarantees on-site CSE arrival within a specific lime period (see Exhibil A) afler a call for
service has been placed with the Slemens Customer Cara Cenler. This en-site response applies in

On-Site Response system/room down sltuations only. (See Response Time Guarantee in General Terms and Condillons
for addllional infarmation)
Parts Delivery Spare parts arrival Tor on-site repalr of reom-down/system-dovn Is typically the Same Day folloving the

fime tha parls ordar is submlited,

Parts Order Requirement

Parls orger must ba placed with Siemens by noon (Custorner's locaf time) in order to recelve Parts
Delivery commilment as specified.

Performance Reports

Reporis generated for Shared Service Agreement Customers (.9, PM reports, Notificalian Incident call
reporls, elc.)

Phone Response

The respanse time Indicated on Exhibit A provides preferred call-handling of a service event. This call-
back rasponsa is the telephone response to the cuslomer by the Siemens Cuslomer Care Center
personnel or the CSE 1o provide the status of the service call.

Planned Maintenance

Preventiva services carrled out In accordance with the equipment's specific maintenancea plan. This
Includes: tracking and scheduling of required mainlenance lasks; exchange of wear and tear pars
according to maintenance plan; care measures; adjustments lo faclory specifications; verification of
specified performanca and functionalily; documentatlon and detailed protocol of system condition,

PM's performed outside PCP
weekdays

Planned malntenance optimlzes system reliabliity through slandardized measures and procedures.
Siamens will coondinate planned maintanance In accardance with the manufaclurer's recommendations
outside the PCP hours designated on Exhibit A on Weekdays anly.

Power C-arm tubs coverage

Covers replacement of Power C-arm Tubsg, Il necessary.

Preventative Maintenance
{UPS and Battery Only)

Slemens will coordinate planned malnterancs In accordance with the manufacturer's recommendatlons
within the PCP hours as Indicaled above.

Principal Coverage Period

Hours defined in Exhibit A durlng which agreed-upon services are provided.

Principle Coverage Period 14
HRS. 8AM-10PM

Spectfic 14-hour perlod during which agreed-upon services ere provided, as noled above.

Quallty Assurance

Quality Assurance tasks are performed {o keep the system within the qualily specifications as lssued by
the Equipment’s speclficaions. This conslsts of: tracking and schedullng of requlred quality assurance
tasks, check of measuring and Image qualily parameters; verificatlon of specified quallty parametars;
adjustments to factory qualily specifications; and documentalion and detalled quality report of systam

condition.

Real Time Monitoring

Real time evenl manltoring of a systern by a Slemens englneer. Customers will be notified of critical
events and action for resolution within 15 minutes of event cccurring. Events of non-critical nalure will
be stored for trending purpases enabling prediclive analysis for polential iulure failures, Slemens will
respond te rends and schedule service accordingly.

Safety Checks

Safely Checks are performed fa Insure compllance wilh all local and federal safely guidefines and
regulallons. This service conslsts of tracking and scheduling of required tesls, mechanlical safety
¢checks (8.9. mechanical movements elc.), electrical safety chacks (e.1. leakage currents, insulation
efc.), and reporting of findings and resulls.

Saturday & Sunday PCP 8am-
&pm

Agreed-upon services as defined In Exhibit A will be parformed Saturday or Sunday 8am-Spm. Service
response during Saturday or Sunday PCP s guarantead in syslemvicom down situations. This opion
also exlends the iime frama to perform Planned Maintenance and Updates to anylime on Salurday of

Sunday.
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Deliverables

Description

Slernens Remote Services

SRS is Iha efcient and comprahensive Infrastructure for ihe complete spactrum of medical davice-
ralated remole senvices. Permanent connaction via VPN broadband required.

Siemens Virus Protection
SELECT

Sl=mans Vinis Protection SELECT consists of the following servics features:

Virus scanner installation: Expert installation of the certified and tested virus scanner Trend Micro
OfficeScan
Onaolng remole virus scanner updates: Constant autonatic remote updates of the latest validated
virus pattarn and scan engine

j : Tha local Uptime Servica Center is our customer's contact for up-to-date virus

“ntermation and rapld response support.

Slemens Virus Protection |s avaliable for all syngo-based systems which are
_ eonnecled o our SRS infrastructure by a VPN broadband connaction
- covered by ona of our seivice agreaments
« aquipped wilh ha requirad software version, which Includes the Virus Scanner as well ag the
necassary CA-based Managed Nede Package (MNP).

Slemens will not be liable for system fallures and loss of patient dala, caussd by a virus,

Site Visits During PCP

Uniimitad siie vislts during the Principal Coverage Perlod indlcaled

SPEGT Detector Head
Subsystem Coverage

Mainlenanca of dalsclor head assembly {including erystal, cireuit boards, and ssaociated ¢ablag) lo
Manufaclurer's Image-quallty speciiications, Including labor, parts {only General Spara Parts Coveraga
{5 Includad In Exhibil A - up lo definad limite in Exhibit A if applicable) and crystal coaficient
regeneration as necassary. Bxcludes damane caused by tharmal fuctuations outside specifications,
imechanlcal shock, alectrical transients and hydration causad by [mproper environmantsl conpditions.

Repalr and maintenance coverags of e shielded ransmission source housing and the electronic

SPECT Sources NES8426-4 shutter, Every 6 manths the line sources are shified one position outward from the center, Tha two
(Qptional) vacant slols In tha canter are raplenishad with two 20 mCl sounces.

SPECT/CT Sources HEGL-

0133 Bl- Annual replenishment of the 10 mGi Gd-153 line source at the explration of its usefu life (2 years).
(Optional)

SPECTICT Sources PHI-0124
(Optional)

Annual replenishment of 50uCl Ce-57 point source ot the expiration of its useful life (1 year),

syngo Evolve for Artis Q/Q.zén

Al least 1 software upgrade. 1 hardware upgrads (o the main systern (IVS). syngo MultiModaiity
Workpiace and refurblshed systems excluded in alf cases.

'Tyngo Evolve for Artis Zes
family

Al leas| 1 software upgrade. 1 hardware upgrada to the main system If necessary o enable tha
soflware upgrade. synNgo MulliModality Workplzes and refurblshed systems excluded In all casss.

syngo Evolve Program

Slamens' cbsolescance protection program, praviding periodic updates and upgrades to the existing
system's softwars and/or hardware. Helps keap Gustomer Investmants Up-to-dats, and Increases the
system's imaglng capabiiities as new davelopmants amerge, Provides prolonged system life and
optimized sysiem capabliifes within a fixad budget.

syngo Remote Assist Hotline
Support

Allows Slamans 1o connedl to your Siemens Imaging Console and provides you with direct real ime
support. Available for Tim Class MRI Syslems wilh software verslon VB17 or VG183, AND Definltion
Class CT Systems. Requlres a Siemeans remale servicz conneclion.

syngo Remals Asslat (sRA): Connects cuslomer clinical siaff (o our applications spadialists al the
Siemens Customer Care Center for direcl. real-ims Intersctive apps support, Requirss SRS connection

syngo Remote Assist us and customer parmission to connect via encrypled secire connenlion {o ensure data privacy, Not
aveilatie far all systema. Minimum software varsion regquired.
Direct access to specalists at the Slemens Custome” Care Cemter for fast dizgnosis and technical
| | the {zlephone, 2: s
Technical Phonea Support Zgng%a;‘:gh\;::; Phone Support Is avaliable to Siemens customers ovar the lelaphane, 24 hours a
Technical Phone Support Direcl access 1o speciaiisls at the Siemans Uptime Servica Genter for fast dlagnosis and lechnical
(24X7) aupport.

Tior 1 Transducer Pooling

Annual Tier 1 Transducer allowances may be shared across all funclional locations that provide for
pooling of Tler 1 Trarisducers. Annual allowances may not be applied to any priar or subysequent

contrac] year.

Transducer Tier 1 (WFD)

Covers replacement of Tler 1 Tranedueers up fo fns quaniily speciied per year (as shown on Exhibit )
for Wear, Fallure or Damage. Damage axamples Include: damage lo |he Lens {g.9. gouges, 18ars,
cuts, and cracks) and damage to ihe Cable Jacket (e.g. culs, kinks), If this coverage I hot purchzsed,
Tler 1 Transducer replacements are chargeable and may cost Up lo approximataly $12,000 each aler
any applicable sxchange credit has been apolied.
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Deliverables

Description

Travel

Includes fravel tme for Cuslomer Service Engineer to &énd from Gusiomers slla, Subjec! lo changs o

reflect currently prevalling rates, If ocaurring oulside of the Principal Coveraga Perlod Indicated.

Tube Coverage for hoth tubes

Covers replacement of both X-ray tubes, If nacessary,

UM Advancad Report AX

Starnens Utllization Management provides you with system-specific usage data, which (s collected from
your system, This defalled data enables you 1o leverage your system's full polential, Advanced
Reporting Includes rapors on system usage and performanca as wall as defailed reports on bedy
region sludies and provides anonymeus banchimark information about comparable syslems al olher
facilities operating in similar environments. These reports are accessible through our customer portat
LifeNet.

UM Advanced Report MR

Slemens Ulitization Management provides you with system-specific usage dala, which is colleclad from
your system, This delailed data enables you to laverags your systam's full potentlal. Advanced
Reporting inciudes reporfy on system dsage and performance as well as delalled reporls on body
reglon studies and provides anonymous banchmark Informallon aboul comparable systems al other
facliilles oparating In similar environments. These reporis are accessible through our customer portal
LifeNet,

UM BASIC Report Ml

Slemens Utilization Management provides you with system-specific usaga data, which is collected from
your systern. This delailed data enables you to leverage your system's full polential. Thesa reporls are
access|ble through our customer portal LifeNet.

Unlimited Exams

Coverage includes an unlimited number of Paileni Exams per year.

Updates

Modifications or reliabllity enhancements lo equipment. Inciudes two types: Mandatory {zafely and
performance-related update Instructions) and Non-mandatory (refiability-related service instructions).
Does net Include enhancamants to the operaling system or addilional functionallty.

Uptime Guarantse

Siamens gusraniees thal the Equipment will luncton at the minfmum Uplime Performanca lavel as
speclfied on Exhibit A, System availability Is calculated over a 12-mnnth period, caleulaled over the
Principal Coverage Period. Slemens Remots Services (SRS) connactlon via VPN breadband ls
required. (See Uptime Guaranles of General Terms and Condillens for further detalls.)

Wallstand

Includes coverage for repair of the Wall Stand.

wi-FD Detector Coverage WFD

Covers the replacement of the porlable frontend wi-FD detector far Wear, Failure or damage. Detector
banheries are Included,

X-Ray Tube Coverage
Unilmited

Warranty - Unlimlied tube coverage provided on all CT x-ray tubsa. After wamranty - Annual x-ray tube
coverags is unlimited scan seconds,
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Wil sofely enhence previewsly purchased cepaciiles of ho Equipment. Cperaling {ha Cusfomer's fallure lo cperals tha Equipmanl I accordance wiih he
sysiim softwire thal naw (saliyes or capablitios or thal meplrs mandschurer's Instruclions of 1 malntln the recony -
Hardwere changes will be effersd to Cuslemer when cor lally avalluble and of and ftna condditiona;
purchasa prices sslabilehad by Slemens. In addilion, soms Upgredss may requito ) . ) .

tons Ueining porformed by Stemens’ persennel thal Wil be offerse al « detecliva dus (o unauthordzed ipla bo repair, , sogvics, odd 10
Slemony' rates end teams When In effect, Slamens relaing iy soia rdght 1o dotemmine Nmnﬁgw"’:quwmq&bm“WWN.PW{NWQWS%Im

whether an upgrada requires such Iraning.
thmmmﬂa}dhmwwmlucmlwm L Lo of licanss
hmyﬂmmuenndmmmnﬂfmw&i«mlnm o E
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non-Siamens supplled parts, equiy or
pdorwﬂuunwwd(mwhvcwmwnmmymﬁrmmamumh
than Siemons may famove such Equipment trom 96 under this Ag t
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Unless (e Customer mesteres tho Equipment 10 the manufosfurer’s putiishad
spacifications};

+ defaciiva dua to By repalr o sandea of the Equipment by the Custormer of any third
ity prior to the commencement of the form of his Agreement; -

« which falled dus 1o causes [rom within rien-Siamens suppled pment, paria of
softwitrs including, bul not fmited to, mﬂm_mhwlnn‘m‘:q“ ratwork:

« \Which ia wom oul and cannol be reasonably repaired dus to the unavaliabilly of
spare pars from the orginel equipmient manufectums, or

« which 12 @ lranaducer or proba and which js damagod or dafoclive, or which falled,
gt;am of the foregolng ceuses or dus (o improper cloaning, disinfecting of TEE
B 8.

1t §smens 16 cailod upon Lo satvico or repair Equipmant which talla undor this Soction
8, B separats kwolce wil ba Issued for labor, pants and expensss et Skemens' (aes
and tarms than In effact.

This Agreament doss nol enfite the Customar 19 servicas rulaied (o Information
tachnalogy, pallent and Imagh dasign and analysls, of p yal
slomens' raspenalbiilty undar tis Agresmiant does not extand bayond tha culbatind
of Inbound sockels of the Equipment In addiion, changes, imants, dditions or
rapairs roquired fo of with respect to the Equipmant resulling fram je2ues, matoes,
ltoms or concemss thet ane F bility ol tha G . such a8 changas
relalad (o Cuslomar's network Infrastruclure, ars nol d by this Agr This
may Includa, bul = oot kmlled to, netwaik P sddress changas.  Alnougn iha
ent may have fimitod shail lorm slomegs capadily, e stage of images, bolh
and QA fmages. is the resoonsbiity of the Custamar.

I Slemupna oftars 3 Natwork Assislance opdion Tar Lhe Equipmant and U Customen
this option as [ndicated on Exhibt A then Slamans shall assist the

Proposal # 1-AFU4RD

uredar ihis Agroament hat ceused the damage of (3 (hs subjsct matisr of, or |2
Mrmﬂﬂln‘wmmoluumnrmmmuﬂpamurcmmarm
lamsns undar this Agresment for the paticder reining course o educational
offorinyg that i the subject matter of the cdulm., The foragoing kimitztion of liabifity shel
nol apply to claims brmdwermPulmfarboﬂyirQurywmommm
propetly or tangible personsl property (Including damags lo the Equipmenl |
by this Agreamnent) csused solely ond direclly by the groes nogligereo of Wil
misconduct of Slemens, I addliion, Siemsns shall hava no llabiilty hareunder (o
Gustomer lo the extenl thal Cusioner's or any Uil pasty's sels of emissiona
contribtded In &ny way to any loss It sustalned or 1o e exiEnl al the fass o
thwtuatmmn-mnmmgmmlnmﬁ 17 lvernof or
any olher cause beyond Ihe reasensblo eontrol of Slemans.

THIS IS A SERVICE AGREEMENT, WITHOUT UMITING THE LIMITATION OF
UABILTY SET FORTH IN THE PRECEDING PARAGRAPH, SIEMENS
EXPRESSLY DISCLAIMS ALL WARRANTIES, EXPRESS OR IMPLIED,
INGLUDING  BUT NOT LUMITED TO, ANY IMPLIED WARRANTIES OF
MERCHANTABILITY AND WARRANTIES OF FITNESS FOR A PARTICULAR
FURPOSE. IN MO EVENT WILL SIEMENS BE LIABLE FOR ANY LOST PROFITS,
LOST SAVINGS, LOST REVENUES, LOSS OF USE OR DOWNTIME (BXCEPT AS
OTHERWISE PROVIDED HEREIN), LOGT DATA. OR FOR ANY |NDIRECT,
INCIDENTAL, UMFORESEEN, SPECIAL, PUNITIVE OR CONSEQUENTIAL
DAMAGES WHETHER BASED [f CONTRAGT, TORT (INCLUGING
NEGUGENCE), STRICT LABILITY OR ANY OTHER THEURY OR FORM OF
ACTION, EVEN IF SIEMENS HAS BEEN ADVISED OF THE POSSIBILITY
THEREOF, ARISING OUT OF OR Il CONNECTION WiTH THIS AGREEMENT OR
THE USE OR PERFCRMANCE OF THE EQUIPMENT,

11. Notices

Except for tne lssusncs of Involces &3 sel fodh In Seclon 7 haragd, & nolicss

el be providad | der shall ba in willing snd ehall be sen by overmight

doi;sr via & nutionely recognlzad delivery servica or by conifiad o registerod madl,

pestage prepaid, lo Siemans al Ihe sddiess st forth an tha [esl pags of |hle
il and 1o the Cust at the agd el forth under "2l To” on the sl

tomer In s efforts lo denify e cause of any gl Iy

whish may aifect (ha ppasation of the Equipment p , howaver, Inal tha phca for
Irés option doea not Includo the coat of any regalra iabor, , oln.) o remaay such
problsms, which shall ba the sole responsibiily of Ihe Cusl Il Iha Customee
does not purchasa thia aption. of If this aplion Is nat offerad by Siamens, than nny
asslelance provided by Slemens 1o Ihe Cuslomar with respect [o any netwaik of
corneclivity lssuss shall reauire & PG, from the Gustamar and shall be separafely
Biied 1o the Cuslomer 3t Slamens' fhen cutrent m@ies and charges,

9, Dofault

Cuptomar khall bo In default under IHs L upon: (1) & felurs by Customel lo
maka sy permont dus Slemiens within len (10) days of recalpl of nofica from
Stumens thsl s paymsnt was not mado willin the spplicable payment poricd, (i) 8
faliure by Custamer o perform any clhes paon under (hls Ag | withiny thirty
(30} dsys of resaipl of nolica from Siemens; (4} 8 fafura Lo grant Slsmens sccass 10
iha Equipmant es ss faith In Section  of ihis Agresmant, (iv) a defeull by Custamar
or any offilate of the Cusiomar under sy olher obligaticn lo or apmenl with
Slomens, Slemens Finencial Servcas, Inc, or Siemens Medical Healty

Sarvicas Corporation, of any sxsignas of Ihe feregeing (induding bl nol liniled 10, &
nole, 19 &l corniract)

pege of s Agrsement  Molica givan in complianca with ihis Sectich 11 whall ba
ulticlent fof all purposes under this Agreament, &nd such nolice shall bo offpctive
whion g2nL Eilhar party may chanpa (2 rollss eddras caly If notifieallon Is sentin
writing pursusnl Lo this Section 11

12. Govaming Law; Walvar of Jury Trial

‘This Aprenment shali ba govarned by 1ha laws of the Commenweali of PA T THE
EXTENT NOT PROMIBITED BY LAW, THE PARTIES WAIVE ALL RIGHTS TG A
JURY TRIAL IN ANY LITIGATION ARISING FROM OR RELATED IN AHY WaY TO
THIS AGREEMENT GR THE TRANSAGCTION CONTEMPLATED HEREBT,

13, Government Access Clauso
Unitl the espiration of four (4) yesns aflar the furishing of any serices undar Ihjs
Slemeng shell make avallsble upen writlen requost of te Secritary of
the Departmenl of Health and Human Bervicas, tha Gomy alier Genesal, of any of
their duly atdhorized (etives, this Ag: W and (he books, dosuments and
records of Siemeng Which arn nocessary 1o carily tha noture ond axtant of cosls
Ineirred under this Agresmunt Il Slamans eares out any of fhe dulles of fhis
| Ihrough s subconiract wilh a valua of $10,000 er more ovar 8 12 rerinty

promissary ase, ranlal s L, ficarse ag BE 3 )
o {v) tha commencamant 6f any Insalvency, mug:x or slmifar procasdings by of
againet tha Customer (ndiing sny assignmaent by Cusiemer for tha pensft of
eradlitrs), Upon the occurrance of eny event of defaull hereunder, Stomans may,
adifion 1o any and all other remedies available under law, eledt to: 1) Immadiately

pariod wilh & related organizallen, such frac) shall includa a clausa to Ihe
offsal that untll the expiration of four {4) ye=ra aflsr |ha fumishing of any servicas
under tha subcoalract, U related orgarization shall make avelabls won willten
2quexi of tha Sesrstary of tha Depadmen! of Heullh and Humen Services, the

oOAsS aervcas undar this Agresmant and ary ond g alher ag

batween (ha pedles, or suspand sny lraining courses of adusstiangl iferings

provided undar this Agreemant uniil the dafenil 1s cured e comectad, (i) terminsts

1his Agreamanil, In which case Customar shall pay llr: Siamens (3) al amuunts dua
fockive ate o tosrakelon, |

P J, o ey of Uyelr du'y autharized repreanrdatives, he pubcontract
and lhe books, decuments and recorde of Lha rolated orgent that arn
ta carllly tho rsbure and exleni of costs hoyired undar thal subtontiast

felon shall spply 11 end solsly ta ho extant (hat Sastion 1881 (V) (1) () of the

Ll

undar (his Ag {hreugh the b) oS lgquidated
damagas and nat as o panally, on amount equel ta 26% aof e emelning payments
duo undar this Agreoment from ha dote of temiination through e schedulod

Ths pr
Social Securily Act eppiies lo this Agreament.

axplration of tha tann of this Agreement, end (1) Bl culls ord exponses of coll 3
Inahuding withoul Hmil g e ollor * leay end ot coals mourred by

14, Damages, Costs, And Fees
In the mmumlmmorWquMMum:ﬂnn fa |his

Stemans 88 & esull of tho Cusiomer's defmull, andlor (I
actiens (including caur actions) for all $uina dua Undse this Agrasmant. All rights and
remecias malabis ta Siamens horeundor, by law or aaully, shall bo cumilalive and
thors shall oo no obiigation ter o o ponlculor mmedy.

10 e avent thal Customer cures 3l defaulls hereunder, then prior 1o resumplion of
tna Equipment malnionance sarvicas under this Agresmenl, Slemens may Inspecl
tha Equipment 1o daterming If it Is in good cperating Such Inspection shall
mmadmmummulslnms‘umnmmmmmmw
epairs or adjustmants which Slemans delermines am

ary non-Slomens parts; () iha rapalr of setvics of e
any hid party during the suspension of sanicos by . or (i) any of tha
emlumlmmmwruigamfaﬂllnswﬁmndlﬂ!muhﬂlbummdb
{he Customer at Slemans' rales and terms than in affest and shall include chargss for

g L 6F tha braach, emminailon, or valldily araof, the prevadiing pary shall not
e oniltad 10 recovar from (ho other paty puniive demagss, Tha oty
ehall b anbitad la (ecover from e oifier pary ol rensonabis sllormays fees and
colloction Goancy foas incurred, lopether with such alhier eeparias, ile Ba
disbursements as moy be allowsd by faw,

16. Saverability; Headings

No provision of this Ag | which may be desmad lnvalid, [Eegal or
unenforeaahle wil Jn any way Invalidale any olbor portion of provision of Ihis
A t,  Pammgraph dinga ers for lenca only end wil heve no
suhatantiva effecl,

18, Waivar
Nomm,mmaaumnmmm.mmmoswm.mﬁmmm
A ol will 55 n walver thamal, nar will any single or parfial exercise of

P

parts, with all sueh repalrs of adjustrnonts 1o by camploted prier io ko pen of
sanvive under ihls Agreament.

10, Limitation of Linbility

Slamens' enlie fabiiily and Guslomir's ewcluslvs remedy for any direcl damnges
Incwumad by the Customer from any cause Whetsosver, and regardiass of tha form of
action, whisthes Nabilily Tn cantrast or In tort, arising Lncer this Agreament of releted
neroto, shall nel breeed, 6 appfeable; §) on amount aqual I the Arqun Agrsament
Prica {in affect when 1ha cauzs of aclon aras) fof Ihe spocihio lam of Equipment
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-1n'i- tight praciuda the furthor sxgrclss of any olher tghl.

17. Force Majyurs

Slamarts will not ba llabls o Customer for any lallure {o ulfill s obligations undes tis
Agromment dua lo causas lta masonable cortrol and without s faudl or
mwmm.mmllmmhmwmamnummwmmd
Ged or the publie, war of olher viok civll 1, tlochad b
catamitios } Josions, sacidanls, alanny, slikes, lockolits,
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work Inbar disg o iisbility of libor, fow matedals, pownf of
supplies. in addition, In the event of any detemmination pursuant to the provislons of 8
coliaciive bargaining mmmdbou?mf} the Cuslomar and any lebor unm
. g any emy s Cust 9 of hindesing

mmuwdhmmmm«:mwmw«
Hotemining st tha parfmancs of any such obligalions violales Frovisions of that

collactiva bargaining egrasmant, or |n the svant a trada union, or unkons, representing '

irvolva the Cuatamer,
18, Confidentiality

Slamans -and tha C i shall mainwmin the 'uldujf{u! any Infermation
provided or dsciased 16 1he othar .Hsm?lawuragw A “recaiving
relating (o ihe bual I ”:rrdfnr nilo of tha “,m‘uﬁ(m

Proposal # 1-AFU4RD

21. HIPAA
To the exent mequifed by the provislons of the Hesiih Inmurance Portablily and
Accountabiiity Ack CHIPAAT), tha Health Infermation Technoiogy foF Econamic and
Clinkesl Health Agl (HITECH?), and amy rogulations promudgated (hereunder,
Slermona doos hereby asaure © izl |1 will sppropratel gusrd f d
Haallh Informotion (a3 defined undar HIPAA) made uvalizble 1o or cbisined by
Slomans pursusnt to this Agresmenl of eny Senvica Schodule ("PHI. Vilhoul
mmmousmum”ut forth I tnia Agreament or impased
by epplicabla Jew, Slemans Egrces Lo corngly wilh uppéicablo retuirements. of lew
1o PHI and wilh rezpoct 1o any taek or phar acivily Slomss periorma on
behall of Customer, Specifically, Slamens shall

(o]mtmnrd}sclunoPHln!hwlhanu 4 o required by Ihis Ag
«almuhdbflmv‘mdhﬁlwumwuﬁtﬁum of FH 1o a limilsd data eol or
{ha minimum pecassany lo eccamplish tha Intended purpasa of sugh uss of
disclosurs;

(b} Imptamani elmintsirativs, physiot end lechnicel saleguards Ihst reesanebly
and appropriately protect tha conlidentially, intagrily end ovalzbiily of sy eleclionic
PH! that It crantes, i s of ity on benall of the Customar, and
comgly, whers applicable, wilh the HIPAA Socumy Rue wilh espect o such

iz PHI, and olhervdes use ol fegumrds 1 ploven! use OF

bt not fimied fo know-how, tochrical dela, pr i
I h products and plans for fulure F 7

EﬂMmmﬂuwmemw. well as this Age snid
|Erme mduﬂmhpﬁwumdmrwlmmmnh'm Cuslomor
will ba tha dary, Confidantial | fion shall elso Intluds
&l writien i, manuals, reining

malarias, notes and nolabooks) tnd all compular softwas, models, mechansms,
davices, dawings of plans which may bs josed ar inads avatal yi

we v L Sl
st of PHI, athey than as provided for by thls Ag L

(¢} repart lo Cuslemsr any Lse of gieslosurn of PHI not provosd tor by (hs
pgraamieed, and reperl any Fecurily Incidsnl, of which Slemans becomos owans,

(d) In accsrdance willh appliesble HIPAA srd HITECH requirements, wnsurs il
any subsentraclors of Bgants lo whom Slarmans providas PH) recelved from, of
roated of rEcaved by Stemans on cehall of, Customsr agrea (o ass=nlindy (ha sama
rastrictions and condilons (hal apply to Siomens with raspezt 1 PHI snd fmplement

& ark]

Confidsniial Information. Al Coptidental Informatian shall pa Fnd rameln the sols
and exd perly of the i) party. Each party shafl use e cafe
dentlality of tha ir i 4, b 1o less Wan e degres
of care it would use to prolect IS own configantial Informuation, and shall only distlose
the olhar pany's lis Information 10 118 amploysoes and agants having & nasd
1o b s nformation, Corfidantial Information shall not Include any informatian of
data which (1} 18 of puile knowiadge [ ah ne faull of tha recelving party
or ny of ils ermployees or agenls), (i) 1s minde avalnhio lo (i ressiving party By 2n
Indapandent third party withaul any oilgalion of canfidantiaity, (i) is slraady In e
patty's poseestion 3t tha (ime of recalpt fram Ihe disclasing parfy (a5 such
prior posaession can be propetly damonairated by 1), or (iv) Is roquired by law o ba
fecinsad, iled that tha fecslying party gives tho disciosing panty sdvenca natics
lasing can [akn whatsvar solion
It doams necassary to prolect tho dlsclasure of is Confidential (rtarmation 10
sddition, hls confidentiality provision 2hall nol spply o oy otian brought by either
porty o enforco ihe lenms of Ihis Agreement agalnal the othir pany.

to pratact the ct

Any tsmttnonzed use, disciomxe of P any
bylrmtawtﬂnnpmyhmimmiu—!nnhnmfmmmmnhmu
wnﬂmmmwimm&mmhmma
pmmmwmmwmmmumnmmummnmummw
mm.wmumumMWmnnqnmmmmmw
conneclion wiin 2ny petion fisd

by tha disskosing party for njuncliva refel, In the evant et a court of competert

caving tras breachied (Hs provision, then tha
mmmgdmmmmﬂl?uﬂmnmhm-muurmymn
p flng: bl ¥ foos,

8. End of Support Announcemont
Hotwithstsnding sryiking Lo Uha eontrary cantalned herain, n tha avsnl Gt Siemans
annauncemient thot 1t will no longer alfer sendza nomrr-wtlfarnq

approf ertRUaTER Wil 1aspsct Lo FHIL
(2) upen Cuslomsrs willtan request, naks PHI svallable 10 the Cuslomer as
iy for Cusiomes |9 respand fa indhicuals’ requests for accass o PHI stoul
them, provided thal tha PHI n Slement’ ¢ seipn cotist o Designaled Record
Set nnd Slemans has boen spestiically angagod by Custamsr ta o melnt=n and

sanvion guch PHI on behall of Customsen

(i) wron Cuclomars wiillan - requasi, fmaks PHI avallabls lo Cuslomer for
J and Ineery nrm {3 fo the PH in secordanoa wilh
applcatls law, provided Ihat (ha FHI I Slumens’“posau.siw consiitites 8

Posgnated Record Sol and Slemans tias baan sp y- engaged by Cust (]
#0 Tk tain and servica such PHI on Dehalf of Customer,
(g) mako evallably 1o £ I Inle in s p roquired 19

AN ecealniing &f s of PHI pu required by sppilcabio [
() mitignta, to the sxienl praclicable, 2ny harmiid alfect thal is known lo Slemens
of & usa or (stosse of PHI by Slamons in visaton of Ihe reguimmants of this
it ar of by
mmmnnma{auwdwmm}mc-‘ without bl
datay, and In no case lator than thiry (30) dys afiar clscovery of a breacn. The
natifieation shall nchads, 1o the ewtenl pessibie, Idenlification of sach ndividusl
whosa ixmecued PHI Es bedn, of (s Tensonibly batlaved by Slemens 1o heve baern,
o, used, or disdosd. Siimens shall provice Customer with gty
that Cust is e \6 Includa in natification 1o the

Becassad,
other mvellatita Ir
|nefividunl under epplicatdie law,

(1) make Slemens' Intemal praclicas, books, and records relaling to ha use and
disciasirn of PHI recalved (rom Custemes avalisbie to {lye Secatary of ihe Unilad
Giates Hosth & Human Services Tor puposes of detenmining Cunlomie’s compllance
with applicatile law; and

(k) unon exgiratian ar termination of (ils Agreement, fum {0 Customer or desiroy
Ak PHI In its possssaiin 85 a reskll of hls Agreemenl snil ratam na coples of BHL, il
& famsibia (o do 5o, Il tetum or desiruclion it not f=ustis, Slemena agress to extentd
off protecd g I his Ag | o Slamans’ uss andlor disclopira of any

mkes &
fium of Equipmant or companenis Ihereal, or provido @ predicalur sgivioe agf
ton o featuns, whether duo o fhe unavaiabiiity of spere parts or clhanwies an
GS Announcemsar), han Upon no less (han lwakve {12) moniss prigr witon
notica to the Custamer, Siamens may nemave any aHactad Equipmanl. componants,
npﬂmsnraawmmmemm*, 1, with & poni
: of ha Anmaal Agresmenl Prica. In addilion, al tha end af this twelva (12}
month pattod, (he Cuslomest may eithar mmova Iha afisctid Equipment componsnls,
opticns or fealures from coverags umdar IS Agreement or raguast (hat Siemind
providn sstvica or parts ena lima and matorials basis only, #t Slemons’ ratos and
\arma hen In offac, for any Equigmant, campennts, options o fasiures subjsc 10
an EDS Announzament,

20. Ramoval of Equipment from Covarage

The Customor may ramova %ﬂwmtrmmmm- wnder s Agreerent 8l any

tima upon no less than tidy (00) days pifar wiftien notica lo Slamons if thie Uga of tha
15 permanenty daconlinued and the Equigment Js ramoved from senvica.

Thera inmmfummmmmm&!wﬂbehmdmmm

paymanis mads by U Custamor for the peried after the «ifscive date of umo:nni

retalnad FHI; and to il huther uses sncioe disdosures lo e purpessa thal maks
o foiwrn or dastruclion ot the PHI Il

Slemunis agronn that il will nogotale In good falih an amandment o this Agreement If,
end to the exdenl required by, the s of HIFAA and roguiatons promulgaled
{isereundsr, In ordar to sasura that (s Agr | I consislent (henayith

23, Uptime Porformance Guarentss (DOES NOT APPLY TO EVERY
SERVIGE AGREEMENT)

For any Equipment hal Incdludas 8 Uptimo Guararten 85 9 ecifiad In Exhibil A,
siamons guaranteaa that the Egulp funcl Uptims
Penur;'mnl:.e {cafined balow) (eval oet forth In Exbitit A (computod 88 descited
batow),

“Uplinie Performiance’ 1a dafined &3 tha capablily of ha Equipment ta bo ulized lo
\reat or diagnosa palients. The Equipenant wil e considered lo bo oporational (Lo. it
wil pot e considered 16 ba “down'): (8] unisss L catnol ba ulized {o trent or
i patients (oom dawnl, () if Stemens 18 prepared to peri !

[bmdonmnnaﬂwmqnmmﬁq‘_lnm“.wmc ! sale OF
tars any of he Equlf ¢ to 0 third &nd the Equipmant remaing Instalied
and In use at the same location, i such purty doas nol assuma tha obfipslons
mmmm:nmuﬂmwmwen:mm:mmmmmﬂwﬁh
amnmwmamnmtqudmh pired lerm of 045 Ay I, (hen tha
G eminst in Agr | with respect lo such Equpinant upon 19

Sorvicss th moka T Equisment operaional bz cuch sardea le rafused by e
Customar or is delerred by e Cuslomes unlil o letor time or deter (c) If the
Equipmen s net otherwiss mada svaiiably ln Stemans sorvice vaginest, (d) i s
Equipment ks town 16 dus 1o, assnciated wilh, or caused by (1) misuss, negligance, of
P ervor, (i) inadequale Bnvi i&} conditons (pol conforming With Ihe

al Hlwall provided Ly Slemensh Inichuging terppsrature

g than Uilsty (30) days piior wrillen notica lo Slemens, s which case thi C
shall pay to Slemens (1) al aments due under this Agreement (hraugn the sfiaslive

Humidity, foe ﬁwnr aroueding Slemens’ reguifernenty ol yolzge, frEquency,
dsp o trenaients, (1) any of the exdusions ssi foeth In Soatien 8 horeof, ar ()

datn af {emminalion (vassd on (he nolice and (i) 05 liquidated

and nol as & pensity, &n amount qual o 26% of tha remaning paginents dus under
tiis Agresment for muh Equipment from ira date of lemination hrough the
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Slamuns Cuslomer Care Carter (24-hour Servica Call Dispatch Center), Downlima
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GONTRACT ADDENDUM
Siemens Medical Solutions USA, Inc.
Purchase Agreement/Terms and Conditions of Sale

This Addendum shall become a part of each of the Service Agreements between
Siemens Medical Solutions USA, Inc. (“Siemens” or “Seller”) and University
Health System (“Purchaser”), referenced as Siemens' Proposal numbers listed
helow.

Proposal 1-AFU4RD
Proposal 1-AFU4JW

The applicable MedAsset GPO Master Service Terms and Conditions (MS03230)
will govern all systems included on the Proposais listed above. For systems
included in the Proposals above but not included on the MedAsset contract,
Siemens will extend the MedAsset Terms exclusive of any administration fee
paid by Siemens to MedAssets.

Siemens Me ical Solutions USA, Inc. Univ.?nlth System
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MBI

michael brady Inc.

www.mlehaelbradyino.com

September 10, 2015

Mr, Scott Castleberry -

Director of Facilities Planning and Construction Services
The University of Tennessee Medical Genter

1924 Alcoa Highway, Box 101

Knoxville, TN 37920-6999

Re: 3T MRI Addition
The University of Tennessee Medical Center
Knoxville, Tennessee
MBI Comm No; 150320

Dear Mr. Castieherry:

Based upon my professional judgement and current understanding of proposed MRI work scope and cost estimate, the
estirriated construction cast of $1,106,824.00 for this project seems reasonable and has an appropriate contingency.

We will be designing the 3T MRI to meet current codes enforced by State of Tennessee Department of Health, Office of
Healthcare Facilities which includes the following:

2012 International Bulilding Code

9012 NFPA including NFPA 101 Life Safety Code and 2010 NFPA 13

2012 International Plumbing Code

2012 International Mechanical Gode

2012 International Gas Code

2012 International Fire Code

2011 National Electrical Code

9012 ADA Standards for Accessible Design

0010 FGI Guidelines for Design and Construction of Hospitals and Healthcare Facillties

Tennessee Department of Health Standards for Licensing Hospitals and Institutional General Infirmaries

The new MRI Addition will be designed to conform to requirements as directed by Siemens Medical Systems to meet the
new 3T MRI specification. The prefiminary MRI Room has been sized to provide adequate space per Slemens
requirements.

Please contact me if further informatlon or clarification is needed. LT

qub END :

Sincerely, o
Michael Brady Inc.

ay Herderlight, AIA
" Principal
TN License No. 017136

*, ’ o
e, -“.I.'lli--.. “
¢/ N
%oty OF TEN

Wnagpyy st

Chattanoogn Florida Knoxville
2034 Hamilton Place Blvd,, Suite 140 100 Colonial Centet Parlovay, Suite 230 299 N, Weisgarber Road

Chattanooga, TN 37421 Lake Matry, FL 32746 Knoxville, TN 37919
Architecture: Azfooo82f
Interiores |B26000665

Ph:844-275-8080 wipi ichaetbraduine.com Fax: 865-584-5214
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UTMC Radiology Policies and Procedures

MRI-07. __ Special Emergency Protocol

In certain situations, an emergency situation may arise where it will be necessary for
external responders to enter the MR[ area. Such situations include but are not limited
to:

¢ An anesthesia related emergency, as dictated by the CRNA on-site, requiring an
Anesthesiologist to respond.

« Any patient code requiring the response of an external code team.

» Any event requiring security and/or fire responders to enter the MRI area.

In ALL cases, the following should occur in order:

1. Immediately call the appropriate code on the telephone at x-4999.

2. Summon medical imaging personnel in the immediate area to provide assistance.

3. The affected patient should be immediately removed from the MRI scan room into a
Secure Area and all MR staff should be alerted that emergency protocol is
being initiated,

4, The main door into the MR area should be placed on "bypass", allowing external
responders to enter without the use of the ring-down phone.

5. After everyone has left the magnet room, lock the door. In addition, lock the doors
to the adjacent rooms to prevent personnel responding to the emergency call from
entering the restricted magnetic field area without proper screening.

MRI-08. _ Response loa fire : . . .

A. If you discover a fire, follow UHS policy (R.A.C.E) for Fire Disaster in this order
of response:
1. Rescue
2. Alert
3. Confine
4. Extinguish

B. There are twa MRI compatible fire extinguishers located within MRI

MRI-09. Safe Handling of Liquid Helium and Liquid Nitrogen

A. In their liquid states, helium and nitrogen are extremely cold and will freeze
human tissues. Only authorized persons should fill liquid nitrogen and liquid
helium containers. Use protective gloves. Injuries caused by freezing must be
washed with water and treated as burns.

B. When they evaporate, helium and nitrogen form a cold mist. Helium rises, and
nitrogen descends to ground level. While these gases are odorless, non-
flammable, and non-poisonous, they pose the risk of suffocation because they
displace the oxygen in the air. Always keep the ventilation running in the
examination room and the storage room for tiquid gases. A 5-times-per-hour

exchange is required.

Rev. 2015-June-09 Table of Contents 24
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MRI-10.

MRI-11.

UTMC Radiology Policies and Procedures

Never transfer liquid helium or liquid nitrogen into the magnet before the
guench pipe exhaust is installed.

Use only containers made of nonferrous material in the magnet area. Ferrous
containers are extremely dangerous to personnel and equipment. Special non-
ferrous containers are available from liquid gas suppliers; they should be
specified, and will be labeled as such.

~_ Precautions for Emergency Equipment

Safe and effective use of electronic or other metallic emergency equipment
may be impossible near the magnet.

Precautions should be taken and an appropriate plan should be established for
use of emergency equipment outside the magnetic influence of the MR device
if needed, especially for the following patients:

1. Those with an above-average high potential for cardiac arrest.

2. Those likely to develop seizures or claustrophobic reactions.

3. Heavily sedated, confused, or unconscious patients.

4. Those with whom no reliable communication can be maintained.

_ Electrical Safety

Use the MR imaging system only in a location that complies with all relevant
legislation and recommendations concerning electrical safety in rooms used for
medical purposes, e.g., U.S. National Code, VDE or [EC Standards concerning
provisions for an additional protective earth (ground) terminal used for
equipotential connection.

The MR imaging system may be operated on a continual 24-hour basis without
adversely affecting its safety or performance.

Aliow only authorized service personnel to replace or repair any component in
the system. Special nonferrous tools may be required in certain areas.

Do nat use equipment in the presence of flammable gases or vapors.

Keep water and other liquids out of the equipment, as they may cause short
circuits or corrosion.

Remember that some disinfectants vaporize, forming potentially explosive
mixtures. |f such disinfectants are used, the vapor must be allowed to disperse
before the equipment is returned to use.

Rev. 2015-June-09 Table of Contents
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UTMC Radiology Policies and Procedures

G. The hardware and software prevent operation above specified levels, as
outlined by the manufacturer.

MRIE-12. Magnet Safety

MR imaging systems are provided with a magnet emergency stop button, which
should be usec only under the following conditions:

A. Forces due to the magnetic field are causing patient or personnel injury,
requiring an immediate shutdown of the magnetic field.

B. A fire or other unexpected occurrence demands immediate action and entry to
the examination room by emergency personnel.

C. Any other situation requires an immediate relief from the magnetic field effect
as an alternative to the normal, controlled “ramp-down” of the magnetic field.

MRI-13.  Cryogen Safety

A. The superconducting magnet used with the magnetic resonance imaging
system requires cryogenic gases for coaling. The principle of the
superconducting magnet is to create an environment that does not require a
continuous electrical energy source. The windings in the core of the
superconducting magnet must be cooled to less than 9.5 degrees Kelvin or -
440 degrees Fahrenheit. This is accomplished by surrounding the windings
with a dewar, which is essentially a sophisticated thermos bottle, and filling it
with liquid helium, which has a boiling point of 4.2 degrees Kelvin. Liquid
nitrogen has a boiling point of 77 degrees Kelvin and is also used to cool the
magnet.

B. Cryogens require replenishment because of boil-off. This operation must be
performed only by fully trained personnel following proper safety procedures.
Safety glasses and heavy gloves are required, Refer to the safety
documentation from the system vendor.

C. A quench of a magnet refers to the rapid loss of magnetic field, This can
happen if the temperature of the magnet windings rises above 9.5 degrees
Kelvin and the windings become electrically resistive. The magnet windings
heat up and can cause vaporization of 100 to 150 liters of heljum and nitrogen
in less than one minute. These gases must vent directly to the outside.

MRI-14 _P_reventi_ve Ma__i_ntenance_gf MRI Scanner
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UTMC Radiology Policies and Procedures

technologist's call ends on Christmas Day night at 11 pm. The next technologist on call
comes on call at 11pm Christmas Day night.

D. The MRI technologist on-call is expected to report for duty within 30 minutes of
being paged or called by phone.

E. If the night or weekend MRI technologist is unable to report to work, the on-call MRI
technologist will be responsible for covering the night or weekend shift hours and the team
member will report to work at either 7:30am on the weekend or 11pm on the weeknights.
If there are no exams on the inpatient work list, the on-call MRI technologist can go home
after contacting the night/day resident, stroke team, and nursing supervisor and providing
his/her contact information and informing them the technologist will now be on-call, after
getting permission from the MRI Lead tech to leave.

F. If the on-call MRI technologist is the swing or second shift technologist, the team
member is expected to cover the night shift hours and report to work the next day at their
regularly scheduled shift, unless otherwise discussed with the MRI Lead tech. The MRI
technologist may leave and be on-call if there are no patients on the work list that night
and, the team member has called and discussed the decision with the MRI Lead tech. [f
there are no exams on the work list and the technologist has received permission to leave,
the on-call MRI technologist can go home after contacting the night/day resident, stroke
team, and nursing supervisor and providing his/her contact information and informing them
the technologist will now be on-call.

G. If the on-call MR! technologist is a first shift MRI technologist, the team member will
cover the midnight hours and may leave and be on-call if there are no patients on the work
list that night and. the team member has called and discussed the decision with the MRI
Lead tech. If the day shift team member is required to stay all night long, the team
member will contact the MRI Lead tech so day shift coverage can be arranged and the
team member will have the following day off, if possible. If there are no exams on the list,
refer to the instructions in F. above to go home and be on-call.

MRI-24.  Call Policy for Emergency Scans

A. Should an emergency arise during off hours, the radiologist and/or resident
must call the MRI technologist.

B. MRI technologists are responsible for on-call coverage.

MRI-25. _Patiggt_Sc_regen_in_g

Because of the effects of the static magnetic field, all patients are thoroughly
screened for contraindications to MRI before entering the magnetic field or magnet

room.
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UTMC Radiology Palicies and Procedures

A. The patient is asked to complete a questionnaire, which asks if the patient
has a pacemaker, any other implants, any previous surgery, any possible
metal fragments from war injury, or gunshot wounds, or was a metal
worker.

B. The patient is screened for pregnancy.

C. Inthe case of metal workers, radiographs of the orbits are obtained to
check for metal fragments, unless the patient has had an MRI since working
with metal.

D. In some cases, visitors may be allowed to accompany patient into scan
room during MR, e.g., child having scan, parent accompanies. All visitors
must be screened.

MRI-26. Pg@nt_@u_estiogalre o o

A. Patients are required ta complete the questionnaire each time an MRI! scan is
performed.

B. One part of the questionnaire is used to screen the patient for magnetic safety
by identifying previous experiences and/or equipment during an MRI scan.

C. The second portion of the questionnaire asks questions regarding the patient's
specific areas of discomfart/pain. This information is used to verify that the
procedure ordered is appropriate for the patient's condition.

D. The MRI technologist reviews this questionnaire with the patient to ensure
magnetic safety and verify the patient's symptoms against the scanning
protocol to be performed.

E. The completed patient questionnaire is scanned into PACS for easy reference.

MRI-27.  Contra-indications to MRI Scanning

A. MRl is contra-indicated for patients who have electrically, magnetically, or
mechanically activated implants (e.g., cardiac pacemakers), because the
magnetic and electromag netic fields produced by the MR device may interfere
with the operation of the implants. If a patient has an implantable device, an
implant record needs to be obtained because some implants have not yet been
tested for a 3 Tesla field.

B. The scanning of patients with intracranial aneurysm clips is contra-indicated

unless the physician is certain that the clip is not magnetically active This
statement must be in writing and include the make and model of the implant as
well as the year it was implanted.
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MRI Utilization Protocol

Utilization review and assurance is performed by both the MRI Technician and supervising radiologist
and, in most cases, the insurer or payor as well.

All patients receiving MRI scans are referred by a physician who has no financial interest in the MRI
service.

All patients who are referred for an MRI coamplete a detailed questionnaire. The questionnaire includes
questions regarding the patient’s specific areas of pain/discomfort. This information is used to verify
the procedure is appropriate for the patient’s symptoms.

The MRI Technologist, who is under the supervision of radiologist, reviews this information to verify the
patient’s symptoms against the scanning protocol.
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County Fravider Provider Year Z:B_u.m-. of Total Procedures _u..Onmo_:w.mm
Type Units per Unit
Blount HOSP  Blount Memorial Hospital 2014 1 5768 5768
Blount PO East Tennessee Medical Group 2014 1 907 907
Blount PO OrthoTennessee Imaging/Maryville Orthopaedic 2014 1 703 703
Jefferson HOSP  Jefferson Memorial Hospital 2014 1 2253 2253
Knox RPO Abercrombie Radiology 2014 2 3186 1593
Knox PO Ancillary Services, Summit Medical Group 2014 1 3092 3092
Knox PO Ancillary Sves-Summit Medical Group-Midlake 2014 1 2510 2510
Knox HOSP  East Tennessee Children's Hospital 2014 1 2849 2849
Knox OoDC East Tennessee Community Open MRI, LLC 2014 2 2068 1034
Knox HOSP  Fort Sanders Regional Medical Center 2014 2 7477 3739
Knox HODC  Fort Sanders West Diagnostic Center 2014 1 1128 1128
Knox PO Knoxville Comprehensive Breast Center 2014 2 1965 983
Knox HOSP  North Knoxville Medical Center 2014 1 3610 3610
Knox PO OrthoTennessee imaging Fort Sanders West 2014 2 6321 3161
Knox oDC Outpatient Diagnostic Center of Knoxville 2014 2 8923 4462
Knox HOSP  Parkwest Medical Center 2014 2 8037 4019
Knox HOSP  Physicians Regional Medical Center 2014 2 3913 1957
Knox PO Tennessee Orthopaedic Clinics - Regional MRI 2014 1 1075 1075
Knox PO Tennessee Orthopaedic Clinics, PC 2014 1 2892 2892
Knox HOSP  Turkey Creek Medical Center 2014 1 2408 2408
Knox HOSP  University of Tennessee Medical Center 2014 4 18250 4563
Loudon HOSP  Fort Loudoun Medical Center 2014 1 2055 2055
Monroe HOSP  Sweetwater Hospital Association 2014 1 2057 2057
Sevier HOSP  LeConte Medical Center 2014 1 4627 4627
Total/Avg. 35 98074 1813

Source: HSDA Medical Equipment Registry 9-9-15

|
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Provider Number of Procedures
County Type Provider Year Units Total Procedures per Unit
Blount HOSP Blount Memorial Hospital 2013 1 6909 6909
Blount PO OrthoTennessee Imaging/Maryville Orthopaedic 2013 1 741 741
Jefferson HOSP lefferson Memorial Hospital 2013 1 2074 2074
Knox RPO Abercrombie Radiology 2013 2 4313 2157
Knox PO Ancillary Services, Summit Medical Group 2013 1 2768 2768
Knox PO Ancillary Sves-Summit Medical Group-Midlake 2013 1 2317 2317
Knox HOSP East Tennessee Children's Hospital 2013 1 2674 2674
Knox oDC East Tennessee Community Open MR, LLC 2013 2 1845 923
Knox HOSP Fort Sanders Regional Medical Center 2013 2 7461 3731
Knox HODC Fort Sanders West Diagnostic Center 2013 1 1099 1099
Knox PO Knoxville Comprehensive Breast Center 2013 2 18095 905
Knox HOSP North Knoxville Medical Center 2013 1 3696 3696
Knox PO OrthoTennessee Imaging Fort Sanders West 2013 1 3971 3971
Knox ODC Outpatient Diagnostic Center of Knoxville 2013 2 8186 4093
Knox HOSP Parkwest Medical Center 2013 2 8038 4019
Knox HOSP Physicians Regional Medical Center 2013 2 5421 2711
Knox PO Tennessee Orthopaedic Clinics - Regional MRI 2013 1 995 995
Knox PO Tennessee Orthopaedic Clinics, PC 2013 1 3259 3259
Knox HOSP Turkey Creek Medical Center 2013 1 2507 2507
Knox HOSP University of Tennessee Medical Center 2013 4 16453 4113
Loudon HOSP Fort Loudoun Medical Center 2013 1 2023 2023
Monroe HOSP Sweetwater Hospital Association 2013 1 1834 1834
Sevier HOSP LeConte Medical Center 2013 1 4235 4235
Total/Avg. 33 94628 1932

Source: HSDA Medical Equipment Registry 9-9-15



Provider Number of Total Procedures

County Type Provider Year Units Procedures per Unit
Blount HOSP Blount Memorial Hospital 2012 1 5257 5257
Blount PO OrthoTennessee Imaging/Maryville Orthopaedic 2012 1 855 855
Jefferson HOSP Jefferson Memorial Hospital 2012 1 3098 3098
Knox RPO Abercrombie Radiology 2012 2 4732 2366
Knox PO Ancillary Services, Summit Medical Group 2012 1 3021 3021
Knox PO Ancillary Sves-Summit Medical Group-Midlake 2012 1 2273 2273
Knox HOSP East Tennessee Children's Hospital 2012 1 2594 2594
Knox OoDC East Tennessee Community Open MRI, LLC 2012 2 1860 930
Knox HOSP Fort Sanders Regional Medical Center 2012 2 7269 3635
Knox HODC Fort Sanders West Diagnostic Center 2012 1 1346 1346
Knox PO Knoxville Comprehensive Breast Center 2012 2 1014 507
Knox HOSP North Knoxville Medical Center 2012 1 3984 3984
Knox PO OrthoTennessee Imaging Fort Sanders West 2012 1 4999 4999
Knox oDC Outpatient Diagnostic Center of Knoxville 2012 2 8040 4020
Knox HOSP Parkwest Medical Center 2012 2 8254 4127
Knox HOSP Physicians Regional Medical Center 2012 2 4779 2390
Knox PO Tennessee Orthopaedic Clinics - Regional MRI 2012 1 1011 1011
Knox PO Tennessee Orthopaedic Clinics, PC 2012 1 3425 3425
Knox HOSP Turkey Creek Medical Center 2012 1 3342 3342
Knox HOSP University of Tennessee Medical Center 2012 4 17557 4389
Loudon HOSP Fort Loudoun Medical Center 2012 1 2300 2300
Monroe HOSP Sweetwater Hospital Association 2012 1 1638 1638
Sevier HOSP LeConte Medical Center 2012 1 4269 4269
Total/Avg. 33 96917 1993

Source: HSDA Medical Equipment Registry 9-9-15



Health Care Providers that Utilize MRI's

County Giggider Provider Year Number of Mobile ? Mobile Days Total Procedures fihtie=s Procedures per
Type Used Charges Unit

Blount HOSP Blount Memorial Hospital 2012 1 Fixed 0 5257 $15,758,140.00 5257
Blount HOSP Blount Memorial Hospital 2013 1 Fixed 0 6909 $15,891,835.00 6909
Blount HOSP Blount Memorial Hospital 2014 T Fixed 0 5768 $36,271,861.00 5768
Blount PO East Tennessee Medical Group 2014 fh Fixed 0 907 $3,636,894.00 907
Blount PO OrthoTennessee Imaging/Maryville Orthopaedic 2012 i Fixed 0 855 $820,214.00 855
Blount PO OrthoTennessee Imaging/Maryville Orthopaedic 2013 il Fixed 0 741 $684,018.00 741
Blount PO OrthoTennessee Imaging/Maryville Crthopaedic 2014 il Fixed 0 703 $649,964.00 703
Jefferson HOSP  Jefferson Memorial Hospital 2012 1 Mobile (Full) 6 days/week 3098 $0.00 3098
Jefferson HOSP Jefferson Memorial Hospital 2013 1 Mobile (Full) 7 days/wee 2074 $7,385,063.00 2074
sefferson HOSP Jefferson Memorial Hospital 2014 1 Mobile (Full) 6 days/week 2253 $8,248,134.00 2253
Knox RPO Abercrombie Radiology 2012 2 Fixed 0 4732 $0.00 2366
Knox RPO Abercrombie Radiology 2013 2 Fixed 0 4313 $0.00 2156.5
Knox RPO Abercrombie Radiology 2014 2 Fixed 0 3186 $0.00 1593
Knox PO Ancillary Services, Summit Medical Group 2012 1 Fixed 0 3021 $3,266,346.00 3021
Knox PO Ancillary Services, Summit Medical Group 2013 1 Fixed 0 2768 $2,958,315.00 2768
Knox PO Ancillary Services, Summit Medical Group 2014 1 Fixed 0 3092 $3,149,450.00 3092
Knox PO Ancillary Sves-Summit Medical Group-Midlake 2012 1 Fixed 0 2273 $2,446,206.00 2273
Knox PO Ancillary Sves-Summit Medical Group-Midlake 2013 1 Fixed 0 2317 $2,428,637.00 2317
Knox PO Ancillary Sves-Summit Medical Grou p-Midlake 2014 ol Fixed 0 2510 $2,552,469.00 2510
Knox HOSP East Tennessee Children's Hospital 2012 il Fixed 0 2594 $5,262,165.00 2594
Knox HOSP East Tennessee Children's Hospital 2013 il Fixed 0 2674 $5,816,360.00 2674
Knox HOSP East Tennessee Children's Hospital 2014 1 Fixed 0 2849 $6,519,216.00 2849
Knox obC East Tennessee Community Open MR, LLC 2012 2 Fixed 0 1860 $3,090,250.00 930
Knox obC Fast Tennessee Community Open MRI, LLC 2013 2 Fixed 0 1845 $3,139,832.00 922.5
Knox 0oDbC East Tennessee Community Open MRI, LLC 2014 2 Fixed 0 2068 $1,885,527.00 1034
Knox HOSP Fort Sanders Regional Medical Center 2012 2 Fixed 0 7269 $13,400,611.00 3634.5
Knox HOSP Fort Sanders Regional Medical Center 2013 2 Fixed 0 7461 $13,968,497.00 3730.5
Knox HOSP Fort Sanders Regional Medical Center 2014 2 Fixed 0 7477 $15,534,870.00 3738.5
Knox HODC Fort Sanders West Diagnostic Center 2012 1 Fixed 0 1346 $2,623,839.00 1346
Knox HODC  Fort Sanders West Diagnostic Center 2013 1 Fixed 0 1099 $2,139,089.00 1099
Knox HODC  Fort Sanders West Diagnostic Center 2014 1 Fixed 0 1128 $2,452,271.00 1128
Knox PO Knoxville Comprehensive Breast Center 2012 2 Fixed 0 1014 $1,660,834.00 507
Knox PO Knoxville Comprehensive Breast Center 2013 2 Fixed 0 1809 $3,009,517.00 904.5
Knox PO Knoxville Comprehensive Breast Center 2014 2 Fixed 0 1965 $3,258,914.00 982.5
Knox HOSP North Knoxville Medical Center 2012 1 Fixed 0 3984  $14,965,102.00 3984
Knox HOSP North Knoxville Medical Center 2013 1 Fixed 0 3696 $0.00 3696
Knox HOSP North Knoxville Medical Center 2014 1 Fixed 0 3610 $0.00 3610
Knox PO OrthoTennessee Imaging Fort Sanders West 2012 1 Fixed 0 4999 $3,789,487.00 4999
Knox PO OrthoTennessee Imaging Fort Sanders West 2013 1 Fixed 0 3971 $3,573,815.00 3971
Knox PO OrthoTennessee Imaging Fort Sanders West 2014 2 Fixed 0 6321  $5,238,191.00 3160.5
Knox oDC Outpatient Diagnostic Center of Knoxville 2012 2 Fixed 0 8040  $7,886,559.00 4020
Knox 0oDC Outpatient Diagnostic Center of Knoxville 2013 2 Fixed 0 8186 $11,069,146.00 4093



Health Care Providers that Utilize MRI's

County Biovider Provider Year Number of Mobile ? McbilelBays Total Procedures IgtFSie= FioSeiugestpEr
Type Used Charges Unit

Knox oDC Outpatient Diagnostic Center of Knoxville 2014 2 Fixed 0 8923 $12,191,839.00 4461.5
Knox HOSP Parkwest Medical Center 2012 2 Fixed 0 8254  $15,979,714.00 4127
Knox HOSP Parkwest Medical Center 2013 2 Fixed 0 8038 $15,728,462.00 4019
Knox HOSP Parkwest Medical Center 2014 2 Fixed 0 8037 $17,428,571.00 4018.5
Knox HOSP Physicians Regional Medical Center 2012 2 Fixed 0 4779 $0.00 2389.5
Knox HOSP Physicians Regional Medical Center 2013 2 Fixed 0 5421 $17,586,119.70 2710.5
Knox HOSP Physicians Regional Medical Center 2014 2 Fixed 0 3913 514,009,943.00 1956.5
Knox PO Tennessee Orthopaedic Clinics - Regional MRI 2012 il Fixed 0 1011 $1,549,562.00 1011
Knox PO Tennessee Orthopaedic Clinics - Regional MR! 2013 il Fixed 0 995 $1,455,143.00 995
Knox PO Tennessee Orthapaedic Clinics - Regional MRI 2014 1 Fixed 0 1075 $1,580,272.00 1075
Knox PO Tennessee Orthopaedic Clinics, PC 2012 il Fixed 0 3425 $5,538,038.00 3425
Knox PO Tennessee Orthopaedic Clinics, PC 2013 dl Fixed 0 3259 $5,059,894.00 3259
Knox PO Tennessee Crthopaedic Clinics, PC 2014 ol Fixed 0 2892 $4,889,289.00 2892
Knox HOSP Turkey Creek Medical Center 2012 1 Fixed 0 3342 $11,718,675.00 3342
Knox HOSP  Turkey Creek Medical Center 2013 1 Fixed 0 2507 $10,612,297.00 2507
Knox HOSP Turkey Creek Medical Center 2014 1 Fixed 0 2408 $10,413,023.00 2408
Knox HOSP University of Tennessee Medical Center 2012 4 Fixed 0 17557  $60,860,169.00 4389.25
Knox HOSP University of Tennessee Medical Center 2013 4 Fixed 0 16453  $57,287,324.00 4113.25
Knox HOSP University of Tennessee Medical Center 2014 4 Fixed 0 18250 $63,680,663.00 4562.5
Loudon HOSP Fort Loudoun Medical Center 2012 1 Fixed 0 2300 $4,181,590.00 2300
Loudon HOSP Fort Loudoun Medical Center 2013 1 Fixed 0 2023 $3,685,600.00 2023
Loudon HOSP Fort Loudoun Medical Center 2014 1 Fixed 0 2055 $4,1958,167.00 2055
Monroe HOSP Sweetwater Hospital Association 2012 1 Mobile (Full) 5 days/week 1638 $3,662,178.00 1638
Monroe HOSP Sweetwater Hospital Association 2013 1 Mobile (Full) 5 days/week 1834 $4,166,600.00 1834
Monroe HOSP Sweetwater Hospital Association 2014 1 Mobile (Full) 5 days/week 2057 $14,553,000.00 2057
Sevier HOSP LeConte Medical Center 2012 1 Fixed 0 4269 $7,926,669.00 4269
Sevier HOSP LeConte Medical Center 2013 1 Fixed 0 4235 $7,903,371.00 4235
Sevier HOSP LeConte Medical Center 2014 1 Fixed 0 4627 $9,471,584.00 4627

Medical Equipment Registry - 9/9/2015



THE UNIVERSITY OF TENNESSEE

" MEDICAL CENTER
Wisdom for Your Life.

September 4, 2015

Ms. Melanie Hill

Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson State Office Building

500 Deaderick Street, Suite 850

Nashville, TN 37243

RE: University of Tennessee Medical Center CON Project
For a new Magnetic Resonance Imading (MRI) machine

Dear Ms. Hill:

| am the Chief Financial Officer for the University of Tennessee Medical Center
(“UTMC"). Please accept this letter as verification that funding for the CON
referenced above is available and will be provided from the cash reserves of
UTMC. The total project cost is estimated to be in the amount of approximately
$3.7 million.

Please let me know if you have any questions or if additional information is
needed.

Sincerely,
-

OMGLY

Thomas M. Fisher
Sr. Vice President & CFO

/hc

Chief Financial Officer
2121 Medical Center Way, Suite 200  Knoxville, TN 37920-3257  (865) 305-6097 Fax: (865) 305-9429  utmedicalcenter.org

Our Mission | To serve through healing, education and discovery A part of University Uealth Syslcm,U> S
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CERNER DESCRIPTION

MRI TMJ, UNILATERAL

MRI NECK, FACE OR ORBITS WITHOUT CONTRAST
MRI NECK, FACE OR ORBITS WITH CONTRAST

MRI NECK,FACE OR ORBITS, WITH & WITHOUT CONTRAST
MRI ANGIOGRAPHY, HEAD, WITHOUT CONTRAST

MR! ANGIOGRAPHY, HEAD, WITH CONTRAST

MRI ANGIOGRAPHY, HEAD,WITH & WITHOUT CONTRAST
MRI! ANGIOGRAPHY, NECK, WITHOUT CONTRAST

MRI ANGIOGRAPHY, NECK, WITH CONTRAST

MRI ANGIOGRAPHY, NECK,WITH & WITHOUT CONTRAST
MRI BRAIN & STEM WITHOUT CONTRAST

MRI BRAIN & STEM WITH CONTRAST

MRI BRAIN & STEM WITH AND WITHOUT CONTRAST
MRI CHEST WITHOUT CONTRAST

MR! CHEST, WITH CONTRAST

MRI CHEST, WITH & WITHOUT CONTRAST

MRI C-SPINE, WITHOUT CONTRAST

MRI C-SPINE, WITH CONTRAST

MRI T-SPINE, WITHOUT CONTRAST

MRI T-SPINE, WITH CONTRAST

MRI L-SPINE, WITHOUT CONTRAST

MRI L-SPINE, WITH CONTRAST

MRI C-SPINE, WITH & WITHOUT CONTRAST

MRI T-SPINE, WITH & WITHOUT CONTRAST

MRI L-SPINE, WITH & WITHOUT CONTRAST

MRI PELVIS, WITHOUT CONTAST

MRI PELVIS, WITH CONTRAST

MRI PELVIS, WITH & WITHOUT CONTRAST

MRI ABDOMEN WITHOUT CONTRAST

MRI ABDOMEN WITH CONTRAST

MRI ABDOMEN WITH & WITHOUT CONTRAST

MRI Cardiac Morph w/o contrast

MRI Cardiac Morph w/o contrast with stress

MRI Cardiac Morph w/o and wicontrast

MRI Cardiac Morph w/o and wicontrast with stress
MRI Flow Velocity Mapping

MR! CONSULT OF OUTSIDE FILMS

MRI 3D IMAGE W/O POSTPROCESSING (not in cerner)
MRI 3D IMAGE WITH POSTPROCESSING (not in cerner)
MRI SPECTROSCOPY

MRI Cyberknife Planning

MRI GUIDANCE FOR NEEDLE PLACEMENT

MRI BONE MARROW BLOOD SUPPLY

MRI TMJ, BILATERAL

MRI BIOPSY, (BRAIN) STEREOTACTIC

MRI EXT LT, UPPER NON-JOINT WITHOUT CONTRAST
MRI EXT RT, UPPER NON-JOINT WITHOUT CONTRAST
MRI EXT LT, UPPER NON-JOINT WITH CONTRAST

MRI EXT RT, UPPER NON-JOINT WITH CONTRAST

MRI EXT LT,UPPER,NON-JOINT, WITH & WITHOUT CONTRAST
MRI EXT RT, UPPER,NON-JOINT, WiTH & WITHOUT CONTRAST

CPT

CMS
70336
70540
70542
70543
70544
70545
70546
70547
70548
70549
70551
70552
70553
71550
71551
71552
72141
72142
72146
72147
72148
72149
72156
72157
72158
72195
72196
72197
74181
74182
74183
75557
75559
75561
75563
75565
76140
76376
76377
76390
76498
77021
77084

70336-50
70552-52
73218-LT
73218-RT
73219-LT
73219-RT
73220-LT
73220-RT

Attachment C, I,

PRICE

11112015
2,297.00
3,263.00
3,263.00
4,264.00
3,263.00
2,449.00
3,263.00
3,263.00
3,263.00
3,263.00
3,263.00
3,263.00
4,264.00
2,941.00
2,449.00
3,840.00
2,938.00
2,938.00
3,403.00
3,403.00
2,938.00
2,938.00
3,837.00
3,837.00
3,837.00
3,165.00
2,449.00
4,132.00
3,202.00
3,202.00
4,180.00
2,938.00
2,938.00
3,837.00
3,837.00
1,379.00

0.00
559.00
559.00

2,417.00
4,264.00
2,449.00
1,991.00
3,569.00
3,263.00
3,111.00
3,111.00
2,449.00
2,449.00
4,062.00
4,062.00

Economic Feasibilitv, 6




MRI EXT LT, UPPER JOINT WITHOUT CONTRAST

MRI EXT RT, UPPER JOINT WITHOUT CONTRAST

MRI EXT LT, UPPER JOINT WITH CONTRAST

MRI EXT RT, UPPER JOINT WITH CONTRAST

MRI EXT LT, UPPER JOINT WITH & WITHOUTCONTRAST

MRI EXT RT, UPPER JOINT WITH & WITHOUTCONTRAST

MRI EXT LT, LOWER, NON-JOINT WITHOUT CONTRAST

MRI EXT RT, LOWER, NON-JOINT WITHOUT CONTRAST

MRI EXT LT,LOWER,NON-JOINT,WITH CONTRAST

MRI EXT RT, LOWER,NON-JOINT,WITH CONTRAST

MRI EXT LT,LOWER,NON-JOINT,WITH & WITHOUT CONTRAST
MRI EXT RT, LOWER,NON-JOINT,WITH & WITHOUT CONTRAST
MRI BILATERAL HIP W/O CONTRAST

MRI EXT LT, LOWER JOINT WITHOUT CONTRAST

MRI EXT RT, LOWER JOINT WITHOUT CONTRAST

MRI BILATERAL HIP WITH CONTRAST

MRI EXT LT, LOWER JOINT WITH CONTRAST

MRI EXT RT, LOWER JOINT WITH CONTRAST

MR! BILATERAL HIP W & W/O CONTRAST

MRI EXT LT,LOWER,JOINT,WITH & WITHOUT CONTRAST

MRI EXT RT, LOWER JOINT,WITH & WITHOUT CONTRAST
Multihance 10ml bottle

Multihance 15mli bottle

Multihance 20ml bottle

MRI ANGIOGRAPHY, ABDOMEN WITH CONTRAST

MRI ANGIOGRAPHY, ABDOMEN WITHOUT CONTRAST

MRI ANGIOGRAPHY, ABDOMEN WITH OR WITHOUT CONTRAST
MRI BREAST UNILATERAL WITHOUT CONTRAST

MRI BREAST UNILATERAL WITH & WITHOUT CONTRAST

MRI BREAST BILATERAL WITHOUT CONTRAST

MRI BREAST BILATERAL WITH & WITHOUT CONTRAST

MR! ANGIOGRAPHY, CHEST WITH CONTRAST(EXCLUDING MYOCARIUM)

MRI ANGIOGRAPHY, CHEST WITHOUT CONTRAST(EXCLUDING MYOCARIUM)
MRI ANGIOGRAPHY, CHEST WITH OR WITHOUT CONTRAST(EXCLUDING MYOCARIUM)

MRI ANGIOGRAPHY, LOWER EXT LEFT WITH CONTRAST

MRI ANGIOGRAPHY, LOWER EXT RIGHT WITH CONTRAST

MRI ANGIOGRAPHY, LOWER EXT LEFT WITHOUT CONTRAST

MRI ANGIOGRAPHY, LOWER EXT RIGHT WITHOUT CONTRAST

MRI ANGIOGRAPHY, LOWER LEFT EXT WITH OR WITHOUT CONTRAST
MRI ANGIOGRAPHY, LOWER RIGHT EXT WITH & WITHOUT CONTRAST
MRI ANGIOGRAPHY, PELVIS WITH CONTRAST

MRi ANGIOGRAPHY, PELVIS WITHOUT CONTRAST

MRI ANGIOGRAPHY, PELVIS WITH OR WITHOUT CONTRAST

MRI ANGIOGRAPHY, SPINAL CANAL WITH CONTRAST

MRI ANGIOGRAPHY, SPINAL CANAL WITHOUT CONTRAST

MRI ANGIOGRAPHY, SPINAL CANAL WITH & WITHOUT CONTRAST
MRI ANGIOGRAPHY, UPPER EXT LEFT WITH CONTRAST

MRI ANGIOGRAPHY, UPPER EXT LEFT WITHOUT CONTRAST

MRI ANGIOGRAPHY, UPPER EXT RIGHT WITH CONTRAST

MRI ANGIOGRAPHY, UPPER EXT RIGHT WITHOUT CONTRAST

MRI ANGIOGRAPHY, UPPER EXTREMITY WITH OR WITHOUT CONTRAST
MR! ANGIOGRAPHY, UPPER LEFT EXT WITH & WITHOUT CONTRAST
MRI ANGIOGRAPHY, UPPER RIGHT EXT WITH & WITHOUT CONTRAST
19000-Drainage of breast lesion

19001-Drain breast lesion add-on

19030-Inj for breast xray

19100-Bx breast w/o image

73221-LT
73221-RT
73222-LT
73222-RT
73223-LT
73223-RT
73718-LT
73718-RT
73719-LT
73719-RT
73720-LT
73720-RT
73721-50
73721-LT
73721-RT
73722-50
73722-LT
73722-RT
73723-50
73723-LT
73723-RT
A9577
A9S577
A9577
C8900
C8901
C8902
C8904
C8905
C8907
C8908
C8909
C8910
C8911
C8912-LT
C8912-RT
C8913-LT
C8913-RT
C8914-LT
C8914-RT
C8918
C8919
C8920
C8931
C8932
C8933
C8934-LT
C8935-LT
C8935-RT
C8935-RT
C8936
C8936-LT
C8936-RT

3,111.00
3,111.00
3,411.00
3,111.00
4,062.00
4,062.00
2,941.00
2,941.00
2,941.00
2,941.00
3,842.00
3,842.00
5,601.00
2,941.00
2,941.00
5,601.00
2,941.00
2,941.00
7,316.00
3,842.00
3,842.00

160.00

4,180.00
4,180.00
4,180.00
2,975.00
2,975.00
2,975.00
2,975.00
3,842.00
3,842.00
3,840.00
3,840.00
3,840.00
3,842.00
3,842.00
3,842.00
3,842.00
4,132.00
4,132.00
4,132.00
3,197.00
3,197.00
3,197.00
3,197.00
3,197.00
3,197.00
3,197.00
3,197.00
3,197.00
3,197.00

704.50

636.50

402.50

961.50



MRI Placement of breast localization device, percutanous, first lesion, MRI guidance

MRI Placement of breast localization device, percutanous, first lesion, MRI guidance, ea add'l lesion
MR! Breast BX, with loacalization device placement, with imaging, MRI guidance

MRI Breast BX, with loacalization device placement, with imaging, MRI guidance, ea add'l lesion

3,965.50
2,227.50
4,921.50
2,227.50
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UNIVERSITY HEALTH SYSTEM, INC.
AND SUBSIDIARIES

Consolidated Financial Statements and Schedules
December 31, 2014 and 2013
(With Independent Auditors’ Reports Thereon)
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Suite 910
800 South Gay Street
Knoxville, TN 37929-9729

Independent Auditors’ Report

The Board of Directors
University Health System, Inc.:

We have audited the accompanying consolidated financial statements of University Health System, Inc. and
subsidiaries (UHS), which comprise the consolidated balance sheets as of December 31, 2014 and 2013, and
the related consolidated statements of operations, changes in net assets, and cash flows for the years then
ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

The management of UHS is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with U.S. generally accepted accounting principles; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to UHS’
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of UHS’ internal conirol. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

KPMG LLP |5 & Delaware limiled liability parinershlp,
the U.S, member fimn of KPMG Intemational Cooperalive
(“KPMG Intarnational’), a Swiss enity.



Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of University Health System, Inc. and subsidiaries as of December 31, 2014 and 2013,
and the results of their operations and their cash flows for the years then ended, in accordance with
U.S. generally accepted accounting principles.

KPMe LLP

Nashville, Tennessee
March 23, 2015



UNIVERSITY HEALTH SYSTEM, INC.

AND SUBSIDIARIES
Consolidated Balance Sheets
December 31, 2014 and 2013

Assets 2014 2013
Current assets:
Cash and cash equivalents $ 80,939,727 69,613,960
Short-term investments 8,205,028 8,156,626
Current portion of assets limited as to use 4,425,553 287,713
Patient accounts receivable, net of allowance for doubtful

accounts of $51,180,000 and $41,228,000 at December 31,

2014 and 2013, respectively 81,434,740 73,347,066
Other receivables 5,568,664 6,937,231
Estimated third-party settlements 16,581,337 16,236,867
Inventories 5,265,960 5,354,591
Prepaid expenses and other current assets 1,639,893 1,197,047

Total current assets 204,060,902 181,131,101
Assets limited as to use, less current portion 18,733,674 14,858,078
Long-term investments 167,386,484 158,122,081
Property and equipment, net 223,678,388 205,459,364
Deferred financing costs, net of accumulated amortization of
$610,000 and $517,000 at December 31, 2014 and 2013,
respectively 1,989,178 1,988,326
Investments in affiliated organizations 2,414,943 2,333,408
Other assets 3,358,101 7,491,651
Total assets $ 621,621,670 571,384,009
Liabilities and Net Assets
Current liabilities:
Current portion of long-term debt $ 13,918,983 12,347,046
Accounts payable 61,145,656 55,096,388
Accrued payroll and related liabilities 38,697,057 33,638,885
Accrued expenses and other current liabilities 33,424,252 21,673,184
Estimated third-party settlements 8,597,135 8,011,395
Total current liabilities 155,783,083 130,766,898
Long-term debt, less current portion 272,628,855 268,344,281
Other liabilities 16,726,486 19,391,004
Tota] liabilities 445,138,424 418,502,183
Net assets:
Unrestricted 166,681,545 144,384,710
Temporarily restricted 3,085,955 3,033,780
Permanently restricted 6,715,746 5,463,336
Total net assets 176,483,246 152,881.826
Total liabilities and net assets $ 621,621,670 571,384,009

See accompanying notes to consolidated financial statements.



UNIVERSITY HEALTH SYSTEM, INC.
AND SUBSIDIARIES

Consolidated Statements of Operations
Years ended December 31, 2014 and 2013

2014 2013
Revenue:
Net patient service revenue $ 736,402,412 657,185,061
Provision for doubtful accounts (69,920,894) (62,306,309)
Net patient service revenue less provision for doubtful
accounts 666,481,518 594,878,752
Other revenue 40,661,573 36,565,036
Total revenue 707,143,091 631,443,788
Operating expenses:
Salaries, wages, and benefits 302,053,302 273,738,240
Medical supplies and drugs 181,792,110 164,893,472
Purchased services 104,100,709 88,648,028
Graduate medical education reimbursed to the University 32,726,269 31,806,637
Insurance and other 35,848,113 29,149,125
Interest 12,098,087 12,277,022
Depreciation and amortization 28,142,259 25,931,840
Total operating expenses 696,760,849 626,444,364
Operating income 10,382,242 4,999,424
Nonoperating gains:
Contributions 1,497,958 1,922,094
Investment income 5,200,939 5,899,369
Change in fair value of derivative instrument 5,215,696 (3,929,172)
Total nonoperating gains, net 11,914,593 3,892,291
Revenue and gains in excess of expenses and losses $ 22,296,835 8,891,715

See accompanying notes to consolidated financial statements.
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UNIVERSITY HEALTH SYSTEM, INC.
AND SUBSIDIARIES

Consolidated Statements of Cash Flows

Years ended December 31, 2014 and 2013

2014 2013
Cash flows from operating activities:
Increase in total net assets 23,601,420 9,268,615
Adjustments to reconcile increase in total net assets to
net cash provided by operating activities:
Depreciation and amortization 28,142,259 25,931,840
Provision for doubtful accounts 69,920,894 62,306,309
Equity in earnings of affiliated organizations (1,164,389) (2,039,077)
Imputed interest on capital lease obligation 2,092,384 1,975,737
Changes in unrealized gains on trading securities (1,752,438) (2,435,254)
Realized losses on trading securities 420,801 1,098,461
Change in fair value of derivative instrument (5,215,696) 3,929,172
Amortization of financing costs 93,176 91,691
Amortization of bond premium (351,960) (385,886)
Gain on sale of assets, net (8,343) 729,391
Changes in assets and liabilities affecting operating activities:
Patient accounts receivable (78,008,568) (63,164,093)
Other receivables 1,368,567 (289,690)
Estimated third-party settlements 241,270 3,783,871
Inventories 88,631 152,520
Prepaid expenses and other assets 3,690,704 (1,367,643)
Accounts payable 1,614,116 3,937,616
Accrued payrol! and related liabilities 5,058,172 3,371,253
Accrued expenses and other liabilities 6,117,357 712,019
Net cash provided by operating activities 55,948,357 47,606,852
Cash flows from investing activities:
Proceeds from sale or maturity of investments 239,591,553 307,054,849
Purchases of investments (255,586,157) (323,573,075)
Purchases of property and equipment (27,444,449) (19,793,617)
Proceeds from the sale of assets 22,710 1,197
Capital distributions from affiliated organization 1,082,854 2,352,763
Net cash used in investing activities (42,333,489) (33,957,883)
Cash flows from financing activities:
Proceeds from issuance of long-term debt 11,227,744 2,493,960
Payments of long-term debt (13,422,817) (10,988,099)
Payments for deferred financing costs (94,028) -
Net cash used in financing activities (2.289,101) (8.494.139)
Increase in cash and cash equivalents 11,325,767 5,154,830
Cash and cash equivalents at beginning of year 69,613,960 64,459,130
Cash and cash equivalents at end of year 80,939,727 69,613,960

(Continued)



UNIVERSITY HEALTH SYSTEM, INC.

AND SUBSIDIARIES
Consolidated Statements of Cash Flows
Years ended December 31, 2014 and 2013

2014 2013
Supplemental disclosure of cash flow information:
Cash paid for interest, net of amount capitalized of $254,240 and
$269,798, respectively $ 11,162,114 11,448,645
Noncash investing activities:
Assets and liabilities resulting from equipment purchases:
Property, plant, and equipment $ 18,931,201 8,887,373
Accounts payable 4,435,152 2,969,259
Accrued expenses 8,184,889 —
Capital lease 6,311,160 5,918,114

See accompanying notes to consolidated financial statements.



UNIVERSITY HEALTH SYSTEM, INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements
December 31, 2014 and 2013

(1) Summary of Significant Accounting Policies

(@)

Organization, Principles of Consolidation, and Operations

University Health System, Inc. (UHS), a Tennessee nonprofit corporation, comprises the following:
(1) University of Tennessee Medical Center (Medical Center); (2) UHS Ventures, Inc. (UHSV);
(3) Regional Trauma Service, LLC (RTS); and (4) University Cardiology Group, LLC (UCG). All
significant intercompany balances and transactions have been eliminated in consolidation. The mission
of UHS is to serve as a regional healthcare provider, as well as a research and educational facility.

UHS was created on December 21, 1998 for the purpose of restructuring the operation, management,
and governance of the Medical Center, and to negotiate agreements with The University of Tennessee
(the University) to facilitate the restructuring. Effective July 29, 1999, UHS acquired certain assets
and the operations of the Medical Center from the University, and the Medical Center became an
operating division of UHS. Prior to July 29, 1999, the Medical Center operated as a budget entity of
the University.

UHS entered into the following agreements to acquire the operations of the Medical Center from the
University: (1) the Lease and Transfer Agreement, whereby U HS leases certain real property and
acquired certain personal property from the University; (2) the Employee Services Agreement,
whereby UHS leases certain of the Medical Center’s employees from the University; and (3) the
Affiliation Agreement, whereby UHS and the University agree to continue the Medical Center’s
historical relationship with the University of Tennessee Graduate School of Medicine (GSM). The
effective date of the transfer of Medical Center operations to UHS was July 29, 1999. The transaction
was accounted for as a purchase. The restructuring of Medical Center operations and the transfer
agreements are explained in more detail in note 2.

University Health System, Inc. and University of Tennessee Medical Center

The Medical Center, an operating division of UHS, is an academic medical center delivering tertiary
medical care to a 21-county region in eastern Tennessee. The Medical Center is a regional referral
center for eastern Tennessee, western North Carolina, and southeastern Kentucky. The Medical Center
is licensed for 581 acute care beds and has been designated by the State of Tennessee (State) as a
Level 1 adult and pediatric Trauma Center, supported by five aeromedical helicopters. The State has
also designated the Medical Center as a Regional Perinatal Center for high-risk pregnancy.

UHS Ventures, Inc.

UHSYV, a Tennessee nonprofit taxable organization and wholly owned subsidiary of UHS, has a 25%
ownership interest in ContinuumRx. The purpose of ContinuumRx is to provide home infusion therapy
services and other pharmacy and pharmacy-related services. ContinuumRx is accounted for using the
equity method. UHSYV also has three after-hour clinics to provide medical services to East Tennessee
residents of Knox, Blount, Loudon, Sevier, and surrounding counties.

8 (Continued)



(b)

(©)

(@

®

UNIVERSITY HEALTH SYSTEM, INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements
December 31, 2014 and 2013

Regional Trauma Service, LLC

RTS, a nonprofit organization and wholly owned subsidiary of UHS, was established to provide
physician services to patients of the Medical Center who have suffered a traumatic injury.

University Cardiology Group, LLC

UCG, a nonprofit organization and wholly owned subsidiary of UHS, was established in 2014 to
provide cardiology physician services to patients of the Medical Center.

Also, see note 9, Investments in Affiliated Organizations.

Use of Estimates

The preparation of consolidated financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
consolidated financial statements and the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates. Specifically, laws and regulations
governing the Medicare and TennCare programs are extremely complex and subject to interpretation.
As a result, there is at least a reasonable possibility that recorded estimates will change by a material
amount in the near term.

Cash and Cash Equivalents

UHS considers all highly liquid, interest-bearing investments with a maturity of three months or less
when purchased to be cash equivalents.

Investments and Investment Income

Investments held by UHS are classified as trading securities and are reported at fair value in the
consolidated balance sheets. Fair values are based on quoted market prices.

[nvestment income on borrowed funds held by a ftrustee, to the extent not capitalized during a
construction period, is recorded as other revenue. Investment income or loss, including realized and
unrealized gains or losses, from all other investments is recorded as nonoperating gains (losses) unless
temporarily or permanently restricted by donors.

Assets Limited as to Use

Assets limited as to use primarily include assets held by trustees in endowment funds and nonqualified
deferred compensation plan assets. Amounts required to meet current liabilities and current capital
expenditure budget requirements have been reclassified as current assets in the accompanying
consolidated balance sheets at December 31, 2014 and 2013.

9 (Continued)
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UNIVERSITY HEALTH SYSTEM, INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements
December 31, 2014 and 2013

Inventories

Supply inventories are stated at the lower of cost or market value, determined on the weighted average
cost basis or on the first-in, first-out basis. Pharmacy inventories are stated at the lower of cost or
market value, determined on the first-in, first-out basis.

Property and Equipment

Property and equipment acquisitions are recorded at cost or, if donated, at fair value at the date of
receipt. Depreciation is calculated on the straight-line basis over the estimated useful lives of the
respective assets, except for leasehold improvements, which are amortized over the shorter of the
expected useful life of the asset or related lease term. Buildings under capital lease obligations are
amortized using the straight-line method over 20 years or longer (note 10). Such amortization is
included in depreciation and amortization in the accompanying consolidated financial statements.
Interest expense related to construction projects is capitalized during the construction period.

Impairment of Long-Lived Assets

Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held and
used is measured by a comparison of the carrying amount of an asset to estimated undiscounted future
cash flows expected to be generated by the asset. If the carrying amount of an asset exceeds its
estimated future cash flows, an impairment charge is recognized by the amount the carrying amount
of the asset exceeds the fair value of the asset. Assets to be disposed of are separately presented in the
consolidated balance sheets and reported at the lower of the carrying amount or fair value less costs to
sell and are no longer depreciated.

Deferred Financing Costs

Deferred financing costs consist of bond issuance costs and are amortized using the interest method or
the straight-line method (which approximates the interest method) over the terms of the related debt.

Net Assets

Net assets, revenues, expenses, gains, and losses are classified based on the existence or absence of
donor-imposed restrictions. The net assets of UHS and changes therein are classified and reported as
follows:

Unrestricted net assets — Net assets that are not subject to donor-imposed stipulations.

Temporarily restricted net assets — Net assets subject to donor-imposed stipulations that are
available for use either by the passage of time or by actions of UHS.

Permanently restricted net assets — Net assets subject to donor-imposed stipulations that they
be maintained permanently by UHS. Generally, the donors of these assets permit UHS to use
all or part of the income earned on related investments for general or specific purposes.

10 (Continued)



UNIVERSITY HEALTH SYSTEM, INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements
December 31, 2014 and 2013

Revenues are reported as increases in unrestricted net assets, unless use of the related assets is limited
by donor-imposed restrictions. Expenses are reported as decreases in unrestricted net assets. Gains and
losses on investments and other assets or liabilities are reported as increases or decreases in unrestricted
net assets, unless their use is restricted by explicit donor stipulation or by law. Expirations of temporary
restrictions on net assets (i.e., the donor-stipulated purpose has been fulfilled and/or the stipulated time
period has elapsed) are reported as reclassifications between the applicable classes of net assets.
Donor-restricted contributions, whose restrictions are met in the same reporting period as the
contributions are recorded as increases in unrestricted net assets.

Endowment — UHS applies Financial Accounting Standards Board (FASB) Staff Position
(FSP) FAS 117-1, Endowments of Not-for-Profit Organizations, Accounting Standards Codification
(ASC) 958-205, Not-for-Profit Entities — Presentation of Financial Statements. ASC 958-205
provides guidance on the net asset classification of donor-restricted endowment funds for a
not-for-profit organization that is subject to an enacted version of the Uniform Prudent Management
of Institutional Funds Act of 2006 (UPMIFA). Effective July 1, 2007, the State adopted legislation
that incorporates the provisions outlined in UPMIFA. UHS’ endowments consist solely of
donor-restricted endowment funds. UHS’ endowments consist of 19 individual funds established for
a variety of purposes.

UHS has interpreted UPMIFA as requiring the preservation of the fair value of the original gift as of
the gift date of the donor-restricted endowment funds absent explicit donor stipulations to the contrary.
As a result of this interpretation, UHS classifies as permanently restricted net assets (a) the original
value of gifts donated to the permanent endowment, (b) the original value of subsequent gifts to the
permanent endowment, and (¢) accumulations to the donor gift instrument at the time the accumulation
is added to the fund. The remaining portion of the donor-restricted endowment fund that is not
classified in permanently restricted net assets is classified as temporarily restricted net assets until
those amounts are approved for expenditure by UHS in a manner consistent with the standard of
prudence presctibed by UPMIFA. In accordance with UPMIFA, UHS considers the following factors
in making a determination to appropriate or accumulate donor-restricted endowment funds: (1) the
duration and preservation of the fund; (2) the purposes of UHS and the donor-restricted endowment
fund; (3) general economic conditions; (4) the possible effect of inflation and deflation; (5) the
expected total return from income and the appreciation of investments; (6) other resources of UHS;
and (7) the investment policies of UHS.

UHS has adopted investment and spending policies for endowment assets that attempt to provide a
predictable stream of funding to programs supported by its endowment while seeking to maintain the
purchasing power of the endowment assets. Endowment assets include those assets of donor-restricted
funds that the organization must hold in perpetuity or for a donor-specified period(s). Under this policy,
as approved by the board of directors, the endowment assets are invested in equities, fixed income,
and cash equivalents.

UHS has a policy of annually approving for distribution investment income on endowments unless the
endowment specifically states that the income should be accumulated in the fund until a maximum
level is reached in the fund. For the years ended December 31, 2014 and 2013, there was approximately

11 (Continued)
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UNIVERSITY HEALTH SYSTEM, INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements
December 31, 2014 and 2013

$161,000 and $142,000, investment income earned, appropriated, and recognized as unrestricted
revenue and gains, respectively.

From time to time, it is possible that the fair value of assets associated with individual donor-restricted
endowment funds may fall below the level that the donor or UPMIFA requires UHS to retain as a fund
of perpetual duration. These deficiencies could result from unfavorable market fluctuations that occur
shortly after the investment of new permanently restricted contributions. There were no such
deficiencies as of December 31, 2014 or 2013.

Consolidated Statements of Operations

For purposes of display, transactions deemed by management to be ongoing, major, or central to the
provision of healthcare services are reported as revenue and expenses. Peripheral or incidental
transactions are reported as gains and losses.

Net Patient Service Revenue

Net patient service revenue is reported at estimated net realizable amounts from patients, third-party
payors, and others for services rendered and includes estimated retroactive revenue adjustments due
to future audits, reviews, and investigations. Retroactive adjustments are considered in the recognition
of revenue on an estimated basis in the period the related services are rendered, and such amounts are
adjusted in future periods as adjustments become known or as years are no longer subject to such
audits, reviews, and investigations. On the basis of historical experience, a significant portion of UHS’
uninsured patients will be unable or unwilling to pay for the services provided. Therefore, UHS records
a significant provision for doubtful accounts related to uninsured patients. This provision for doubtful
accounts is presented on the consolidated statements of operations as a component of net patient
service revenue.

Charity Care

UHS provides care to patients who meet criteria under its charity care policy without charge or at
amounts less than its established rates. UHS does not report as revenue the charges that qualify as
charity care because UHS does not pursue collection of those amounts.

Derivative Financial Instrument

UHS has not elected to use hedge accounting with respect to its derivative financial instrument. The
derivative financial instrument is recognized as an asset or liability in the consolidated balance sheets
at fair value. UHS includes the accrued differential payable or receivable on its derivative in operating
income. The estimated gain or loss on the fair value of the derivative is included in nonoperating gains,
net.

Income Taxes

UHS has been recognized as a tax-exempt organization pursuant to Section 501(a) of the Internal
Revenue Code as an entity described under Section 501(c)(3). RTS and UCG are single member
limited liability companies disregarded as entities separate from UHS for federal tax purposes. UHSV
is a Tennessee nonprofit corporation that is not exempt from federal taxes. Income tax expense for

12 (Continued)
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AND SUBSIDIARIES

Notes to Consolidated Financial Statements
December 31, 2014 and 2013

UHSV for the years ended December 31, 2014 and 2013 was not significant and was offset by
operating losses in prior years for tax purposes.

(p) Fair Value Measurements

The following methods and assumptions were used by management in estimating fair values for
financial instruments:

Current Assets and Current Liabilities — The carrying amounts reported in the accompanying
consolidated balance sheets for current assets and liabilities approximate their fair value because of
the short-term nature of these accounts.

Investments and Assets Limited as to Use — The cartying amounts reported in the accompanying
consolidated balance sheets for long-term investments and assets limited as to use are at fair value,
which is based on quoted market prices.

Derivative Instrument — The fair value of UHS’ derivative instrument is derived from a discounted
cash flow analysis based on terms of the contract and the interest rate curve. UHS’ derivative
instrument is recorded at fair value.

Debt — The fair value of long-term debt issued through the H calth, Educational, and Housing Facilities
Board of the County of Knox, based on quoted market prices for the same or similar issues, was
approximately $271,097,000, and $272,786,000 at December 31, 2014 and 2013, respectively. The
carrying amount of other long-term debt reported in note 9 and on the consolidated balance sheets
approximates the related fair value.

(¢ Reclassifications

Certain 2013 amounts have been reclassified to conform to 2014 consolidated financial statement
presentation.

Acquisition of Medical Center Operations from the University

During 1999, UHS entered into the Lease and Transfer Agreement, the Employee Services Agreement, and
the Affiliation Agreement to acquire the operations of the Medical Center from the University.

Under terms of the Lease and Transfer Agreement, UHS purchased, on July 29, 1999, all of the operating
assets of the Medical Center, including all personal property, equipment, inventory, current assets, fund
reserves, and other assets used by the Medical Center, other than real property. The real property used by the
Medical Center is leased from the University to UHS for a term of 50 years.

Under terms of the Employee Services Agreement, existing UHS employees and all employees hired
subsequent to July 28, 1999 are UHS employees. All other Medical Center employees as of July 28, 1999
are leased by UHS from the University and retain all University benefits. The Employee Services Agreement
continues until the earlier of the termination of the Lease and Transfer Agreement or the separation from
service of the last leased University employee.

13 (Continued)
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AND SUBSIDIARIES

Notes to Consolidated Financial Statements
December 31, 2014 and 2013

The Affiliation Agreement governs the continued relationship between GSM and UHS. UHS will pass
through certain federal and state funds earmarked for graduate medical education (note 12). The Medical
Center will continue to be the primary teaching site for GSM.

Charity Care

The Medical Center provides services to patients who meet the criteria of its charity care policy without
charge or at amounts less than its established rates. The criteria for charity care considers household income
in relation to the federal poverty guidelines and the equity value of real property assets. The Medical Center
provides qualifying services without charge for patients with adjusted gross income equal to or less than
200% of the poverty guidelines. For patients with adjusted gross income between 200% and 300% of the
poverty guidelines, a partial charity write-off can be applied. If the patient’s household income exceeds 300%
of the poverty guidelines, the patient may still receive charity care services under the Medical Center’s
catastrophic medical policies.

The Medical Center maintains records to identify and monitor the level of charity care it provides. These
records include the amount of charges foregone and estimated costs incurred for services and supplies
furnished under its charity care policy and equivalent service statistics. Costs incurred are estimated based
on the ratio of departmental costs to gross charges plus overhead. The following information measures the
approximate level of charity care provided during the years ended December 31, 2014 and 2013:

2014 2013
Charges foregone, based on established rates $ 47,365,000 60,488,000
Estimated costs incurred, less payments received 10,925,000 14,631,000

For the years ended December 31, 2014 and 2013, 2,367 and 2,826 patients received charity care,
respectively. The charges foregone related to these patients were approximately 1.9% and 2.8% of gross
patient revenue for fiscal 2014 and 2013, respectively. UHS also provided other community benefits, for
which the value has not been quantified.

14 (Continued)
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AND SUBSIDIARIES

Notes to Consolidated Financial Statements

December 31, 2014 and 2013

Investments

Investments at December 31, 2014 and 2013 include the following:

2014 2013

Money market funds $ 4,636,707 4,990,301
Corporate obligations 65,421,948 87,793,085
U.S. Treasury and agency obligations 68,547,154 43,422,521
Municipal obligations 3,370,672 1,430,551
Mutual funds and equity securities 33,615,031 28,642,249
175,591,512 166,278,707

Less short-term investments 8,205,028 8,156,626
Long-term investments $ 167,386,484 158,122,081

Investment income comprises the following for the years ended December 31, 2014 and 2013:

2014 2013
Interest income $ 3,869,302 4,562,576
Realized loss on sales of securities, net (420,801) (1,098,461)
Unrealized gain on securities 1,752,438 2.435,254
$ 5,200,939 5,899,369

Net Patient Service Revenue

UHS has contractual agreements with third-party payors who reimburse UHS at amounts different from its
established rates. Some of these payors also provide cost-based reimbursement for certain services, for which
final settlement is determined based on the payors’ audits of annual reports submitted by UHS.

Substantially, all acute care services rendered to Medicare program beneficiaries are paid at prospectively
determined rates. Those rates vary according to patient classification systems that are based on clinical,
diagnostic, and other factors. Medicare reimbursement reports have been audited, and final settlements have
been determined by the Medicare Fiscal Intermediary through the year ended December 31, 2010. Periods
for which final settlements have not been made are subject to audit by program representatives. In the opinion
of management, adequate provision has been made in the accompanying consolidated financial statements
for the effects of estimated final settlements.

Effective January 1, 1994, the State replaced the existing Medicaid program with its TennCare program for
providing healthcare to the poor and uninsured. TennCare beneficiaries enroll directly with a managed care
organization (MCO) to provide their healthcare needs. These MCOs contract directly with healthcare
providers to provide services to their enrollees. The basis for payment to UHS includes per diem rates, rates
per discharge, and discounts from established charges.

15 (Continued)



UNIVERSITY HEALTH SYSTEM, INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements
December 31, 2014 and 2013

UHS also has entered into payment agreements with certain commercial insurance carriets, health
maintenance organizations, and preferred provider organizations. The basis for payment to UHS under these
agreements includes per diem rates, rates per discharge, and discounts from established charges.

Pursuant to the Affiliation Agreement (note 2), UHS is required to pass through to the GSM certain federal
and state funds earmarked for graduate medical education.

Revenue from the Medicare and Tenncare programs accounted for approximately 44% and 19% respectively,
of UHS’ net patient service revenue for the year ended December 31, 2014. Revenue from the Medicare and
TennCare programs accounted for approximately 42% and 14%, respectively, of UHS’ net patient service
revenue for the year ended December 31, 2013. Laws and regulations governing the Medicare and TennCare
programs are complex and subject to interpretation. As a result, there is at least a reasonable possibility that
recorded estimates will change by a material amount in the near term. Net patient service revenue increased
approximately $902,838 and $1,828,000 in 2014 and 2013, respectively, due to final settlements and revised
estimated settlements in excess of amounts previously recorded, removal of allowances previously estimated
that are no longer necessary as a result of final settlements, and years that are no longer subject to audits,
reviews, and investigations.

UHS grants credit without collateral to its patients, most of whom are local residents and are insured under
third-party payor agreements. The mix of gross Medical Center receivables from patients and third-party
payors at December 31, 2014 and 2013 was as follows:

2014 2013
Medicare 32% 33%
TennCare/Medicaid 31 28
Other third-party payors 26 29
Other agencies 4 3
Patients 7 7
100% 100%

16 (Continued)
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Notes to Consolidated Financial Statements
December 31, 2014 and 2013

A reconciliation of the amount of services provided to patients at established rates to net patient service
revenue as presented in the consolidated statements of operations is as follows for the years ended
December 31, 2014 and 2013:

2014 2013
Gross patient service revenue $ 2,484,565,449 2,150,420,884
Lesg;)ntractual adjustments and other discounts (1,748,163,037)  (1,493,235,823)
Net patient service revenue before provision
for doubtful accounts 736,402,412 657,185,061
Less provision for doubtful accounts (69,920,894) (62,306,309)
Net patient service revenue $ 666,481,518 594,878,752

Meaningful Use Incentives

The American Recovery and Reinvestment Act of 2009 (ARRA) established incentive payments under the
Medicare and Medicaid programs for certain professionals and hospitals that meaningfully use certified
electronic health record (EHR) technology. The Medicare incentive payments are paid out to qualifying
hospitals and physician groups over four consecutive years on a transitional schedule. To qualify for
Medicare incentives, hospitals and physician groups must meet EHR “meaningful use” criteria that become
more stringent over three stages as determined by Centers for Medicare & Medicaid Services (CMS).
Medicaid programs and payment schedules vary from state to state.

For fiscal years ended June 30, 2014 and 2013, UHS recorded $1,115,000 and $2,920,000, respectively, in
other operating revenue related to the EHR and meaningful use incentives. These incentives have been
recognized following the grant accounting model, recognizing income ratably over the applicable reporting
period as management becomes reasonably assured of meeting the required criteria.

Amounts recognized represent management’s best estimates for payments ultimately expected to be received
based on estimated discharges, charity care, and other input data. Subsequent changes to these estimates will
be recognized in other operating revenue in the period in which additional information is available. Such
estimates are subject to audit by the federal government or its designee.
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Assets Limited as to Use

Endowment funds — held for investment:
Money market funds
Corporate bonds
Mutual funds

Nonqualified retirement funds:
Money market funds
Mutual funds

Project funds — money market funds

Other — money market funds

Less current portion

Property and Equipment

Property and equipment at December 31, 2014 and 2013 are summarized as follows:

Land

Equipment

Buildings and leasehold improvements
Buildings under capital lease obligation

Less accumulated depreciation and amortization

Construction in progress

Property and equipment, net

18

$

$

Assets limited as to use at December 31, 2014 and 2013 include the following:

2014 2013
381,662 332,887
2,864,940 2,285,440
4,597,694 3,853,247
7,844,296 6,471,574
667,507 563,439
10,215,871 7,817,065
10,883,378 8,380,504
4,166,553 —
265,000 293,713
23,159,227 15,145,791
4,425,553 287,713
18,733,674 14,858,078
2014 2013
1,764,427 2,614
197,197,303 178,019,676
243,988,069 221,885,377
15,500,439 15,500,439
458,450,238 415,408,106
241,998,279 215,044,277
216,451,959 200,363,829
7,226,429 5,095,535
223.678,388 205,459,364
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UHS had outstanding commitments under construction contracts for renovation projects totaling
approximately $864,000 and $1,734,000 at December 31, 2014 and 2013, respectively, which are expected
to be financed primarily from project funds (note 10).

Investments in Affiliated Organizations

UHS and its subsidiaries have investments in DL/UHS, Inc. (the Partnership) and UTMCHCS.

DL/UHS, Inc.

UHS and Dynacare Laboratory Management Limited entered into an agreement for ownership in the
Partnership to operate an efficient, cost-effective, and competitive laboratory service organization. The
Partnership provides UHS with laboratory testing required for its patients, as well as referral laboratory
services. UHS’ ownership interest is 5% and is accounted for using the equity method. UHS® investment in
the Partnership at December 31, 2014 and 2013 was approximately $1,042,000 and $997,000 respectively.

Under a services agreement renewed in 2010, UHS agreed to pay a flat base rate per lab test performed. The
term of the agreement is for 51 months through 2014. For the years ended December 31, 2014 and 2013,
UHS incurred costs of approximately $14,676,000 and $13,253,000, respectively, related to this agreement.
As of December 31, 2014 and 2013, UHS had accounts payable due to the Partnership of approximately
$4,659,000 and $3,315,000, respectively.

The Partnership entered into an operating lease with UHS for the space occupied by the laboratory on UHS’
premises. The term of the lease was automatically renewed in 2014 with a term of 60 months through 2019,
and a monthly payment of approximately $60,000 due the first day of each month.

Under an employee services agreement, the Partnership agreed to reimburse UHS for the actual cost of
laboratory employees. These costs were approximately $2,791,000 and $3,216,000 for the years ended
December 31, 2014 and 2013, respectively. As of December 31, 2014 and 2013, UHS had accounts
receivable due from the Partnership of approximately $499,000 and $666,000, respectively.

University of Tennessee Medical Center Home Care Services, LLC

UHSV was previously a 33% owner of UTMCHCS with Tennessee Health Care Group, LLC (67%). The
purpose of UTMCHCS is to provide home health and hospice services. Effective July 1, 2010, UHSV’s
ownership interest in UTMCHCS was transferred to UHS. The investment is accounted for using the equity
method. For the years ended December 31, 2014 and 2013, UHS” share of UTMCHCS earnings was
approximately $478,000 and $465,000, respectively. UHS received distributions of approximately $379,000
and $501,000 during the years ended December 31, 2014 and 2013, respectively. UHS’ investment in
UTMCHCS at December 31, 2014 and 2013 was $997,000 and $898,000, respectively.

Under an employee services agreement, UTMCHCS agreed to reimburse UHS for the actual cost of home
health and hospice employees. These costs were approximately $550,000 and $679,000 for the years ended
December 31, 2014 and 2013, respectively. As of December 31, 2014 and 2013, UHS had accounts
receivable due from UTMCHCS of approximately $4,600 and $170,000, respectively.
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(10) Long-Term Debt

Long-term debt at December 31, 2014 and 2013 is summarized as follows:

2014 2013

Revenue bonds, 2014 Series $ 10,000,000 —_

Revenue bonds, 2010 Series 49,660,000 50,000,000
Revenue bonds, 2007 Series, net of unamortized premium

of approximately $1,972,000 and $2,324,000 at

December 31, 2014 and 2013, respectively 205,221,933 210,563,893

Capital lease obligations 19,613,630 17,600,105

Other 2,052,275 2,527,329

286,547,838 280,691,327

Less current portion 13,811,183 12,347,046

$ 272,736,655 268,344,281

(a) Revenue Bonds
2014 Series

On July 1, 2014, the Health, Educational, and Housing Facilities Board of the County of Knox issued
on behalf of UHS, $10 million Revenue Bonds, Series 2014. Under the terms of the bond indenture,
the proceeds, together with other financing sources, will be used to finance or reimburse the cost of
additions and improvement to the Medical Center. The Revenue Bonds, Series 2014, were issued as
tax-exempt bonds and bear interest, payable semiannually, at the lower of daily rate, the weekly rate,
the commercial paper rate, the long-term rate or the bank rate. The long-term rate is equal to LIBOR
plus 80 basis points. The Revenue Bonds, 2014 Series, constitute serial bonds due January 1, 2043,
subject to installments commencing on January 1, 2037.

UHS has three years from the effective date to drawdown the total proceeds of the bonds and complete
the Medical Center additions and improvements. As of December 31, 2014, UHS had drawn down
$5,833,000 related to these projects.

Under the terms of the bond indenture, UHS is required to maintain certain covenants, including a
minimum debt service coverage ratio, as defined, of 1.20 and days cash on hand, as defined, of not
less than 60 days, as long as the Revenue Bonds, 2014 Series, are outstanding.

The Revenue Bonds, 2014 Series, are subject to redemption at the option of UHS, in whole or in part,
at any time, at the redemption price of 100% plus accrued interest.

2010 Series

On December 1, 2010, the Health, Educational, and Housing Facilities Board of the County of Knox
issued on behalf of UHS, $50 million Revenue Bonds, Series 2010. Under the terms of the bond
indenture, the proceeds, together with other financing sources, will be used to (i) finance or reimburse
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the costs of additions and improvements to Medical Center, (ii) capitalize a portion of the interest on
the Bonds, and (iii) pay a portion of the costs of issuance of the Series 2010 Bonds. The Revenue
Bonds, Series 2010, were issued as tax-exempt bonds and bear interest, payable semiannually, at a
variable rate equal to 67.00% of the sum of the 30-day LIBOR plus 1.15%, plus 0.20%. The principal
matures in varying annual amounts. The Revenue Bonds, 2010 Series, constitute serial bonds due
January 1, 2043, subject to installments commencing on January 1,2014.

Under the terms of the bond indenture, the Revenue Bonds, 2010 Series, are subject to tender by the
owners thereof for purchase on the interest payment date immediately preceding the seventh
anniversary of the effective date of the bond indenture.

Under the terms of the bond indenture, UHS is required to maintain certain covenants, including a
minimum debt service coverage ratio, as defined; of 1.20 and days cash on hand, as defined, of not
less than 60 days, as long as the Revenue Bonds, 2010 Series, are outstanding.

The Revenue Bonds, 2010 Series, are subject to redemption at the option of UHS, in whole or in part,
at any time, at the redemption price of 100% plus accrued interest.

2007 Series

During 2007, UHS advance refunded the Revenue Bonds, Series 1999, with the proceeds of the
Revenue Bonds, 2007 Series. The Series 2007 bonds were issued by the Health, Educational, and
Housing Facilities Board of the County of Knox on behalf of UHS on April 27, 2007. Under the terms
of the bond indenture, the proceeds, together with certain other funds, were used to (i) advance refund
the Revenue Bonds, Series 1999, (ii) refinance certain taxable debt, (iii) pay a portion of the costs of
acquiring, constructing, renovating, and equipping certain hospital facilities, (iv) fund capitalized
interest on a portion of the project, and (v) pay the costs of issuing the Series 2007 Bonds. The Revenue
Bonds, 2007 Series, were issued as tax-exempt bonds and bear interest, payable semiannually, at
4.00% to 5.25%. The principal matures in varying annual amounts. The Revenue Bonds, 2007 Series,
constitute serial bonds due April 1, 2017, subject to redemption through sinking fund installments
commencing on April 1, 2008, and term bonds due April 1, 2021, 2027, and 2036, subject to
redemption through sinking fund installments commencing on April 1, 2020, 2022, and 2028,
respectively.

Under the terms of the bond indenture, the Medical Center is required to maintain certain covenants,
including a minimum debt service coverage ratio, as defined, of 1.10, as long as the Revenue Bonds,
2007 Series, are outstanding.

The Revenue Bonds, 2007 Series, maturing on or after April 1, 2017 are subject to redemption at the
option of UHS, in whole or in part at any time, at the redemption price of 100% plus accrued interest.

UHS is not required to fund a debt service reserve fund. If UHS’ days cash on hand falls below 60 days
during the life of the bonds, UHS will be required to fund a debt service reserve fund, which can be
released if days cash on hand subsequently increases above 60 days.
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Capital Lease Obligations

Pursuant to the Lease and Transfer Agreement (note 2), UHS acquired a leasehold interest in the real
property of the Medical Center from the University for a term of 50 years. The guaranteed lease
payment of $50 million will be paid subject to an inflation index tied to the change in net Medical
Center operating revenue through 2019, as defined, in annual payments equal to the lesser of (1) 20%
of UHS’ annual net operating income, as defined; or (2) $3 million, subject to the index. The payment
of $50 million is guaranteed by March 15, 2020. In 2019, UHS and the University will negotiate an
annual lease payment for the remaining 30 years of the lease.

UHS initially recorded an asset and capital lease obligation for the real property in the amount of
approximately $15,500,000, which represents the net present value of the guaranteed $50 million
discounted at 5.75% from December 31, 2019. The capital lease obligation is increased monthly by
interest expense and is reduced by lease payments, if any. For the years ended December 31, 2014 and
2013, the lease payment required under the agreement was approximately $3,196,000 and $2,466,000,
respectively. The 2014 amount was due by March 15, 2015 and is included in current portion of
long-term debt in the accompanying consolidated financial statements at December 31, 2014.

UHS entered into eight capital lease obligations in 2014 and three capital lease obligations in 2013 for
Medical Center equipment. The terms of the leases range from one to six years at interest rates ranging
from 0.75% to 9.1%.

At December 31, 2014 and 2013, the gross amounts of property and equipment and related
accumulated amortization recorded under capital leases were as follows:

2014 2013
Buildings $ 15,500,439 15,500,439
Equipment 31,364,832 25,439,891
46,865,271 40,940,330
Less accumulated amortization 30,921,135 26,519,602
$ 15,944,136 14,420,728

Amortization of assets held under capital leases is included in depreciation and amortization expense
in the accompanying consolidated statements of operations.
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Scheduled principal payments on long-term debt at December 31, 2014 are as follows:

Revenue Capital lease
bonds obligations Other Total
2015 $ 5,600,000 7,555,089 763,894 13,918,983
2016 5,880,000 2,725,164 520,900 9,126,064
2017 6,175,000 2,140,548 286,644 8,602,192
2018 6,485,000 1,515,228 274,877 8,275,105
2019 6,810,000 229,229 205,857 7,245,086
2020 and thereafter 231,960,000 14,720,298 — 246,680,298
Less amounts representing:
Interest under capital
lease obligation — (9,271,823) — (9,271,823)
Unamortized premium
on long-term debt 1,971,933 — — 1,971,933
$ 264,881,933 19,613,733 2,052,172 286,547,838

(11) Derivative Instrument

UHS has executed a derivative financial instrument in the normal course of its business, but does not use it
for trading purposes. UHS has one interest rate swap agreement that is designed to decrease the fixed-rate
interest expense associated with its indebtedness.

The following table summarizes the general terms of UHS’ swap agreement:

May 2006
interest
rate swap
Effective date May 26, 2006
Associated fixed-rate debt 2007 Series
Term 23 years
Notional amount $ 176,000,000
Rate UHS pays SIFMAY
Rate UHS receives 68.00% of
three-month
LIBOR® plus
0.425%

M SIFMA represents the Bond Market Association Municipal Swap Index

@ LIBOR represents the London Interbank Offered Rate
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The fair value of the swap is the estimated amount UHS would receive or pay to terminate the swap
agreement at the reporting date, taking into account curtent interest rates. The fair value as of December 31,
2014 and 2013 of approximately $861,000 and $(4,355,000), respectively, is included in other liabilities in
the consolidated balance sheets. The change in the fair value of the derivative instrument was approximately
$5,216,000 and $(3,929,000), respectively, in 2014 and 2013 and is included in nonoperating gains, net in
the consolidated statements of operations. Pursuant to the swap agreement, UHS is required to post collateral
equal to the fair value of the liability that exceeds $10,000,000 as of the valuation date. The net settlement
amount received on the swap of approximately $935,000 and $906,000 for the years ended December 31,
2014 and 2013, respectively, is included as a reduction to interest expense in the consolidated statements of
operations.

Related-Party Transactions
The University of Tennessee

Pursuant to the Employee Services Agreement (note 2), Medical Center employees as of July 28, 1999 were
leased by UHS from the University and retained all University benefits for which they were eligible at that
date. For the years ended December 31, 2014 and 2013, UHS paid approximately $52,984,000 and
$56,947,000, respectively, to the University for salaries, wages, and benefits, including retirement benefits,
of the leased employees.

Pursuant to the Affiliation Agreement (note 2), UHS is required to pass through to GSM certain federal and
state funds earmarked for graduate medical education. For the years ended December 31, 2014 and 2013,
the graduate medical education reimbursements amounted to approximately $32,726,000 and $31,807,000,
respectively, and were recorded in the accompanying consolidated financial statements as net patient service
revenue and as an offsetting amount in operating expenses, UHS had amounts due to GSM of approximately
$8,642,000 and $8,363,000 at December 31, 2014 and 2013, respectively, which are included in accrued

expenses and other current liabilities in the accompanying consolidated balance sheets.

Employee Benefit Plans
(@) UHS, Inc. Savings Plan

UHS maintains a 403(b) savings plan (Savings Plan) to provide its employees a tax-sheltered annuity.
All employees of UHS who work 20 or more hours per week or more than 1,000 hours per calendar
year and have attained age 18 are eligible to participate in the Savings Plan from the first day of
employment.

Participants may elect to have certain percentages or dollars of their compensation withheld and
contributed to the Savings Plan. Total contributions cannot exceed limitations set forth in the
Employee Retirement Income Security Act (ERISA) guidelines. The employer contribution is 5% of
each participant’s compensation (no matching required). Employer contributions begin after the
eligible employee has worked 12 months. Contributions and/or voluntary deductions are made to funds
selected by the UHS Benefits Committee. The participant identifies the funds he/she wishes to
participate in and participants who do mnot select funds are enrolled in the Target Date funds.
Participants are immediately vested in their voluntary deductions and earnings. Prior to January 1,
2003, participants with one year of employment but less than two years of employment became 20%
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vested in UHS contributions, and their vested percentage increased by 20% each year of employment,
thereafter until they were fully vested after five years. For participants joining UHS on or after
January 1, 2003, the vesting is a five-year cliff vesting, whereby the employee becomes fully vested
after five years of employment. Beginning January 1, 2007, the vesting for all active employees
changed to a six-year graduated vesting. Participants with two years of employment become 20%
vested in UHS contributions, and their vested percentage increases by 20% each year of employment
thereafter until they are fully vested after six years. Fach employee with at least three years of service
on January 1, 2007, who was not 100% vested, was permitted to make an irrevocable election regarding
the applicable vesting schedule. For the years ended December 31, 2014 and 2013, total UHS expenses

related to the Savings Plan were approximately $6,252,000 and $5,689,000, respectively.

Parficipants are eligible to receive the vested value of their account upon reaching the age of 59%,
death, disability, or termination of employment. Hardship distributions may be requested from the
employee’s voluntary deductions but not the employer’s contributions. Participants may elect to

receive a lump-sum payment or payments over a period of time not to exceed the life expectancy of
the participant or the joint life expectancy of the participant and his or her beneficiary.

As discussed in note 12, employees leased from the University retain all University benefits. Leased
employees are not eligible to participate in the Savings Plan.

(b)) UHS, Inc. Nonqualified Plans

UHS maintains a nonqualified deferred compensation plan for senior management, vice presidents and
equivalents, and physicians. All employer contributions are subject to a seven-year vesting schedule
or attainment of age 60 and contributions are made at the close of each payroll cycle.

UHS maintains a separate nonqualified plan for senior management. The employer’s contributions
become vested according to the age of the Participant at the time the contribution was made.
Contributions to a participant’s account made in a year in which the participant attains the age of
fifty-seven (57) shall vest fully on January 1 of the year the Participant attains the age of sixty (60).
For contributions made no later than the year in which the Participant attains the age of fifty-eight (58)
and each year thereafter shall vest fully on the last business day of the year in which the contribution
is made. Contributions are made at the end of each payroll cycle.

UHS maintains a separate nonqualified plan for certified registered nurse anesthetists (CRNAS). All
employer contributions are subject to a seven-year vesting schedule or aftainment of age 60 and
contributions are made at the close of each payroll cycle.

For the years ended December 31, 2014 and 2013, total UHS expenses related to the nonqualified
plans described above were approximately $2,193,000 and $2,173,000, respectively.

(14) Fair Values of Financial Instruments

The fair value of a financial instrument is the amount that would be received to sell an asset or paid to transfer
or settle a liability in an orderly transaction between market participants at the measurement date. ASC Topic
820, Fair Value Measurement, establishes a fair value hierarchy that prioritizes the inputs to valuation
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techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices
in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to
measurements involving significant unobservable inputs (Level 3 measurements). The classification of an
investment within the hierarchy is based upon the pricing transparency or ability to redeem the investment
and does not necessarily correspond to the perceived risk of that investment. Inputs are used in applying
various valuation techniques that are assumptions, which market participants used to make valuation
decisions, including assumptions about risk. Inputs may include price information, volatility statistics,
operating statistics, specific and broad credit data, liquidity statistics, recent transactions, earnings forecasts,
future cash flows, market multiples, discount rates, and other factors.

Assets and liabilities measured and reported at fair value are classified within the fair value hierarchy as
follows:

o Level 1 — Valuations are based on quoted market prices in active markets

) Level 2 — Investments that trade in markets that are considered to be active, but are based on dealer
quotations or alternative pricing sources supported by observable inputs or investments that trade in
markets that are not considered to be active, but are valued based on quoted market prices, dealer
quotations or alternative pricing sources supported by observable inputs

o Level 3 — Investments classified within Level 3 have significant unobservable inputs, as they trade
infrequently or not at all

The level in the fair value hierarchy within which a fair value measurement in its entirety falls is based on
the lowest-level input that is significant to the fair value measurement in its entirety.
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The following table presents assets and liabilities that are measured at fair value on a recurring basis at

December 31, 2014:

Level 1 Level 2 Level 3 Total
Assets:
Cash and cash equivalents $ 80,939,727 — — 80,939,727
Assets limited as to use:
Money market funds 5,480,722 - - 5,480,722
Corporate bonds 2,864,940 — — 2,864,940
Mutual funds 14,813,565 — - 14,813,565
23,159,227 — — 23,159,227
Interest rate derivatives
asset — 860,837 — 860,837
Long-term investments:
Money market funds 4,636,706 — — 4,636,706
U.S. corporate bonds - 42,182,229 - 42,182,229
Asset-backed securities - 17,792,736 — 17,792,736
International fixed income
bonds 5,446,983 - - 5,446,983
U.S. Treasury and agency
bonds 33,982,052 34,565,102 — 68,547,154
Municipal bonds — 3,370,672 — 3,370,672
Mutual funds & equity
securities 33,615,032 — - 33,615,032
77,680,773 97,910,739 — 175,591,512
Total $ 181,779,727 98,771,576 — 280,551,303
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The following table presents assets and liabilities that are measured at

December 31, 2013:

Assets:
Cash and cash equivalents

Assets limited as to use:
Money market funds
Corporate bonds
Mutual funds

Long-term investments:

Cash equivalents

Money market funds

U.S. corporate bonds

Asset-backed securities

International fixed income
bonds

U.S. Treasury and agency
bonds

Municipal bonds

Mutual funds

Total
Liabilities:
Interest rate derivatives
liability
Total

AND SUBSIDIARIES

December 31, 2014 and 2013

fair value on a recurring basis at

Level 1 Level 2 Total
$ 69,613,960 — 69,613,960
1,190,039 — 1,190,039
2,285,440 — 2,285,440
11,670,312 - 11,670,312
15,145,791 — 15,145,791
4,990,301 — 4,990,301
— 58,615,452 58,615,452
— 22,092,632 22,092,632
7,085,001 — 7,085,001
15,981,915 27,440,606 43,422,521
- 1,430,551 1,430,551
28,642,249 — 28,642,249
56,699,466 109,579,241 166,278,707
$ 141,459,217 109,579,241 251,038,458
$ — (4,354,859) (4,354,859)
$ — (4,354,859) (4,354,859)

There were no transfers between any of the levels during the years ended December 30, 2014 and 2013.

(15) Commitments and Contingent Liabilities

() Lease Obligations

UHS leases certain buildings and equipment. These leases are classified as operating leases and have
Jease terms ranging from 1 to 15 years.
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The following table is a schedule by year of future minimum rentals on noncancelable operating leases
with terms in excess of one year at December 31, 2014:

2015 $ 4,711,345
2016 4,472,805
2017 4,245,497
2018 3,956,038
2019 3,560,463
2020 and thereafter 17,539,615

$ 38,485,763

UHS’ total lease expense for the years ended December 31, 2014 and 2013 was approximately
$8,164,000 and $7,452,000, respectively.

Risk Management Programs

UHS purchases professional and general liability insurance, subject to certain deductibles, to cover
medical malpractice and other general liability claims. Effective July 28, 2002, UHS assumed a
self-insured retention to cover medical malpractice and other general liability claims. On January 1,
2005, UHS assumed a self-insured retention for workers’ compensation. The insurance carrier pays
claims, including the deductible on behalf of UHS, and UHS reimburses the insurance catrier on a
monthly basis for paid claims. Workers’ compensation claim payments made by the insurance carriers
within the deductible are secured by UHS via standby letters of credit in the amounts of $2,166,000
and $1,512,500 issued by Wells Fargo. UHS also maintains an umbrella policy that provides
$50 million of excess liability coverage over and above the primary coverage for professional, general,
automobile, workers’ compensation, aviation, and ambulance liability.

There are known claims and incidents that may result in the assertion of additional claims, as well as
claims from unknown incidents that may be asserted arising from services provided to patients,
workers’ compensation, and other risks. UHS has employed independent actuaries to estimate the
ultimate costs, if any, of the settlement of such claims. Accordingly, accrued professional, general,
workers’ compensation, and other liability losses of approximately $23,341,000 and $20,078,000 are
recorded in accrued expenses and other liabilities in the accompanying consolidated financial
statements at December 31, 2014 and 2013, respectively, which, in management’s opinion, provide an
adequate accrual for such claims.

Healthcare Services

The federal government has been given substantial resources and authority for the completion of fraud
and abuse investigations, and substantial fines and penalties have been established for offenders.
Management continues to implement policies, procedures, and a compliance overview organizational
sfructure to enforce and monitor compliance with government statutes and regulations. UHS’

compliance with such laws and regulations is subject to future government review and interpretations,
as well as regulatory actions unknown or unasserted at this time.

29 (Continued)



UNIVERSITY HEALTH SYSTEM, INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements
December 31, 2014 and 2013

(16) Rentals under Operating Leases

UHS leases certain office space to physician groups and a laboratory service company. These leases are
classified as operating leases and have lease terms of one to eight years.

The following is a schedule, by year, of minimum future rentals on noncancelable operating leases as of

December 31, 2014

2015 $ 643,964
2016 543,935
2017 547,858
2018 425,793
2019 362,214
2020 and thereafter 2,069,491

$ 4,593,255

(17) Functional Expenses

UHS provides healthcare services to residents within its geographic location. Expenses related to providing
these services were as follows for the years ended December 31, 2014 and 2013:

Healthcare services

General and administrative

(18) Subsequent Events

2014 2013
$ 652,110,513 589,397,748

44,650,336 37,046,616
$ 696,760,849 626,444,364

UHS has evaluated subsequent events from the balance sheet date through March 23, 2015, the date the
consolidated financial statements were issued. No material subsequent events were identified for recognition.
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Suite 910
800 South Gay Street
Knoxville, TN 37929-9729

Independent Auditors’ Report on Supplementary Information

The Board of Directors
University Health System, Inc.:

We have audited the consolidated financial statements of University Health System, Inc. and subsidiaries
(UHS) as of and for the years ended December 31, 2014 and 2013, and have issued our report thereon dated
March 23, 2015, which contained an unmodified opinion on those consolidated financial statements. Our
audit was performed for the purpose of forming an opinion on the consolidated financial statements as a
whole. The consolidating information in schedules 1 and 2 is presented for the purposes of additional analysis
and is not a required part of the consolidated financial statements. Such information is the responsibility of
UHS’ management and was derived from and relates directly to the underlying accounting and other records
used to prepare the consolidated financial statements. The consolidating information has been subjected to
the auditing procedures applied in the audit of the consolidated financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the consolidated financial statements or to the consolidated financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the consolidating information is fairly stated in all material respects
in relation to the consolidated financial statements as a whole.

KPMc LLP

Nashville, Tennessee
March 23, 2015
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HEALTH CARE PROVIDER CONTRACT(S)

Association of University Radiologists Radiology Services Agreement

Neuro-Interventional Radiology
Services Agreement

University Anesthesiologists Anesthesia Services Agreement
(CRNA Agreements - 2002)

Critical Care Coverage Agreement

University General Surgeons Agreement for Trauma Surglcal
Services

Critical Care Coverage Agreement

University Orthopaedic Surgeons Trauma Services Agreement

Southeastern Emergency Physicians (Team | Emergency Department Coverage

Health) Agreement
Regional Neonatal Associates Services Agreement (NICU) T
Neurosurgical Assoclates Neurosurgical Trauma Services
' Agreement
East Tennessee Children’s Hospital Pediatric Intensive Care Services
Agreement
Tennessee Donor Services ' Statement of Agreement
 Diversified Clinical Services Management and Support

Agreement (Clinical Wound Care

| and Hyperbaric Oxygen Therapy)
NursePro Plus, LLC Central Line Insertion Services/PICC

Insertion Agreement

LabCorp Tennessee, LLC Hospital Laboratory Services
Agreement
Premier Healthcare Solutions, Inc. f/k/a Subscription Agreement
Premier, Inc,
1
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Biotronic Southeast, LLC

Agreement for the Provision of
Comprehensive Neurophysiologic
Monitoring Services

Medsurant, LLC

Intraoperative Monitoring Services
Agreement




PATIENT TRANSFER AGREEMENTS

FacilityName

Angel Medical Center

Asbury Acres Retirement & Health Center
Athens Regional Medica] Center

Baptist Health Care Center
Barnes-Jewish Hospital

Blount Memorial Hospital, Inc

Blount Memoris] Transitional Care Center
Brakebill Nursing Home, Inc.
Brookewood Nursing Center

Claiborne County Hospital and Nursing Home

Cleveland Community Hospital (Has beep taken over
by SkyRidge)

Colonial Hills Nursing Center
Comerstone of Recovery
Cumberlznd Medical Center

East Tennessec Children's Hospital

Farragut Heulth Care Center
(aks, Summit View of Farragut)

Fort Loudon Medical Center
Fort Sanders Regional Medical Center

Hancock Manor Nursing Home

Hillcrest North, Div. of Hillerest Medical Nursing
Inst., Inc.

Holston Health and Rehabilitation Center

City

Franklin
Maryville
Athens
Lenoir City
St. Louis
Maryville
Maryville
Knoxville
Decatur
Tazewell
Cleveland
Maryville
Louigville
Crossville

Knoxville

Knoxville

Lenoir City
Knoxville
Sneedville
Knoxville

Knoxville

State

2 2

2 2 g 8 2 3 32 3 2 3 B

2

5 % 3 3 3



Jamestown Regional Medical Center
Jefferson City Health & Rehabilitation
Jefferson Memorial Hospital (MES)
Jellico Community Hospital

Jewish Hospital

Johr.son City Medical Center (Mountain States
Health Alliance

Joseph M. Still Burn Centers, Inc.
(aka, Doctors Hospital)

Knoxville Center for Reproductive Health
LaFollette Memorial Hospital

Lakeway Regional Hospital

Laughlin Memorial Hospital

Laurel Manor Health Care Facility
LeConte Medical Center

Life Care of Morgan County

Loudon Healthcare Center

Maryville Healthcare and Rehabilitation Center
Methodist Medical Center of Oak Ridge
Morristown Dialysis Center
Morristown-Hamblen Healthcare System
NHC Fort Sanders

NBC Healthcare Knoxville

NHC HealthCare of Osk Ridge

Jamestown
Jefferson City
Yefferson City

-~ Jellico

Louisville

Johnson City

Augusta

Knoxville
LaFollette
Morristown
Greeneville
New Tazewell
Sevierville
Wartburg
Loudon
Maryville
Oak Ridge
Morristown
Morristown
Knoxville
Knoxville

Osak Ridge

3 2 2 2

3 34 3 8 82 3 3 3 8 8 2 2 2 2 2



NHC Healthcare, Farragut

Newport Medical Center

Norris Health and Rehabilitation Center
North Knoxville Medical Center
Northhaven Health Care Center
Parkwest Medical Center

Parkwest Surgery Center, L.P.

Patricia Neal Rehabilitation Center
Peninsula Hospital

Physicians Regional Medical Center

Physicians Surgery Center of Knoxville

Presbyterian Homes of TN, Inc. (d/b/a Shannondale
Health Care Center)

Roane Medical Center
Serene Manor Medical Center

Shriners Burn Hospital
SkyRidge Medical Center

Spring City Care and Rehab Center
Starr Regional Medical Center
Sweetwater Hospital

Sweetwater Nursing Center

Takoma Regional Hospital, Inc.

Tennova Healthcare

Tennova Medical Center of Campbell County (MXIS)

Turkey Creck Medical Center

Knoxville
Newport
Andeérsonville
Powell
Knoxville
Knoxville
Knoxville
Knoxville
Louisyille
Knoxville
Knoxville
Knoxville
Harriman
Knoxville

Cincinnati
Cleveland
Spring City

Etowah
Swesctwater
Sweetwater

Greeneville

Knoxville
LaFollette

Knoxville

3 32 3 3 2 8 3 8 8 3 3 3 2 %

o]
o

38933 3 39 3 83



Urgent Care Travel

Vanderhilt University Medical Center
Volunteer Women'’s Medical Clinic
Wellmont Bristol Regional Medical Center
Wellmont Hawkins County Memorial Hospital
‘Wellmont Holston Valley Medical Center

Wood Presbyterian Home

Knoxville
Nashville
Knoxville
Briatol
Rogersville
Kingsport

Sweetwaler

3 2 3 2 2 2 2



EDUCATIONAL AFFILIATION AGREEMENTS

School Name

Student Discipline

Allied Health Institute

Electrocardiography Tech

American Red Cross — Knox Region

EKG Technician; Phlebotomy Technician

American Red Cross — Knox Region

Nurse Assistant

Armstrong Atlantic State College

Physical Therapy

Belmont University

Occupational Therapy

Boston University

Occupational Therapy

Breakthrough Corporation (Project SEARCH)

Job Skills/Training

Capella University

Nursing

Carson-Newman College

Nursing

Chattanooga State Community College

Diagnostic Medical & Cardiovascular
Sonography & Radiation Therapy
Technology; Nuclear Medicine
Technology

Condensed Curriculum International, Inc.

Clinical Dialysis Technology

Crown College

Small Business & Entrepreneurship

Duke University

Physical Therapy

Eastern Kentucky University

Occupational Therapy

Emory University

Physical Therapy

East Tennessee State University

Nursing

East Tennessee State University

Physical Therapy

East Tennessee State University

MRI Technologist; Computed
Tomography Certification Program

Findlay University

Physical Therapy

Florida International University

Occupational Therapy

Georgia Regents University

Physical Therapy

Georgia State University

Physical Therapy

Jefferson College of Health Sciences

Occupational Therapy

Jefferson State Community College

Physical Therapy Assistant

Kaplan University Nursing
King University Nursing
Lenoir-Rhyne University Dietetic Internship Program
Liberty University Nursing
Lincoln Memorial University Nursing

Lincoln Memorial University

Physician Assistant

Lincoln Memorial University (with University
Anesthesiologists)

Nurse Anesthetists

Medical College of Georgia

Physical Therapy

Medical University of South Carolina

Physical Therapy; Occupational Therapy

Memphis Theological Seminary Seminary
Mercer University Physical Therapy
Middle Tennessee State University Nursing

Milligan College

Occupational Therapy

New York University

Physical Therapy

New York University

Occupational Therapy

Northwestern University

Physical Therapy

25126139 v1
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EDUCATIONAL AFFILIATION AGREEMENTS

Nova Southeastern University

Occupational Therapy

Pellissippi State Community College

Nursing

Pellissippi State Community College

Business & Computer Technology

Roane State Community College

EMT; Health Information Technology;
Massage Therapy; Medical Transcription;
Occupation Therapy Assistant; Pharmacy
Technician; Physical Therapist Assistant;
Polysomonography; Radiologic
Technology; Respiratory Therapy

Roane State Community College Nursing
Saint Francis University Physical Therapy
Samford University Nursing

South College

Physical Therapist Assistant

South College

Physician Assistant

Southeastern Kentucky Community and Technical College

Respiratory Therapy

| Southern Adventist University

Nursing

State University of NY — Delhi

Nursing

Tennessee Board of Regents — Online Degree

Nursing (agreements per student;
average 6-8 students a year)

Tennessee College of Applied Technology — Crossville

Surgical Technology

Tennessee College of Applied Technology — Knoxville

Surgical Technology

Tennessee State University

Physical Therapy; Occupational Therapy

Tennessee Technological University

Nursing

Tennessee Wesleyan College

Nursing

Texas Woman'’s University

Occupational Therapy

Towson University

Occupational Therapy

University of Alabama Birmingham

Physical Therapy; Occupational Therapy

University of Bradford

Health Sciences

University of Findlay

Physical Therapy; Occupational Therapy;
Recreational Therapy

University of Houston

Dietetic Internship Program

University of Kentucky

Physical Therapy

University of Miami

Physical Therapy

University of Saint Augustine for Health Sciences

Physical Therapy; Occupational Therapy

University of South Alabama Nursing
University of South Carolina Physical Therapy
University of Southern California Social Work
University of Tennessee Chattanooga Nursing

University of Tennessee Chattanooga

Occupational Therapy

University of Tennessee Chattanooga

Physical Therapy

University of Tennessee College of Pharmacy Pharmacy
University of Tennessee Knoxville Nursing
University of Tennessee Knoxville Exercise Science
University of Tennessee Knoxville Social Work

University of Tennessee Knoxville

Speech Language Pathology and
Audiology; Physical Therapy;

25126139 vl




EDUCATIONAL AFFILIATION AGREEMENTS

Occupational Therapy

University of Tennessee Health Science Center Nursing
Utica College Nursing
Vanderbilt University Nursing

Virginia College

Surgical Technology; Medical Assistant

Virginia Commonwealth University

Physical Therapy (Doctorate)

Walden University, LLC Nursing
Walters State Community College Nursing
Walters State Community College Paramedic

Walters State Community College

Respiratory Therapy

Walters State Community College

Physical Therapist Assistant

Western Kentucky University

Physical Therapy (Doctorate)

25126139 vl
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P The Joint Commission

March 24, 2015

Joe Landsman, CPA Joint Commission ID #: 7853

CEO Program: Hospital Accreditation

The University of Tennessee Medical Center Accreditation Activity: Measure of Success
1924 Alcoa Highway Accreditation Activity Completed: 03/24/2015
Knoxville, TN 37920

Dear Mr. Landsman:

The Joint Commission would like to thank your organization for participating in the accreditation process. This
process is designed to help your organization continuously provide safe, high-quality care, treatment, and services
by identifying opportunities for improvement in your processes and helping you follow through on and
implement these improvements. We encourage you to use the accreditation process as a continuous standards
compliance and operational improvement tool.

The Joint Commission is granting your organization an accreditation decision of Accredited for all services
surveyed under the applicable manual(s) noted below:

c re iv reditation ual for Hospita
This accreditation cycle is effective beginning September 13, 2014. The Joint Commission reserves the right to

shorten or lengthen the duration of the cycle; however, the certificate and cycle are customarily valid for up to 36
months.

Please visit Quality Check® on The Joint Commission web site for updated information related to your
accreditation decision.

We encourage you to share this accreditation decision with your organization’s appropriate staff, leadership, and
governing body. You may also want to inform the Centers for Medicare and Medicaid Services (CMS), state or
regional regulatory services, and the public you serve of your organization’s accreditation decision.

Please be assured that The Joint Commission will keep the report confidential, except as required by law. To
ensure that The Joint Commission’s information about your organization is always accurate and current, our
policy requires that you inform us of any changes in the name or ownership of your organization or the health
care services you provide.

Sincerely,

Nk Btbte;

Mark G.Pelletier, RN, MS
Chief Operating Officer

Division of Accreditation and Certification Operations

Attachment C, 111 I|
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W " The Joint Comimission

Official Accreditation Report

The University of Tennessee Medical Center
1924 Alcoa Highway
Knoxville, TN 37920

Organization Identification Number: 7853

Evidence of Standards Compliance (60 Day) Submitted: 11/14/2014



The Joint Commission

Executive Summary

Program(s) Submit Date
Hospital Accreditation 11/14/2014
Hospital Accreditation : As a result of the accreditation activity conducted on the above date(s), there

were no Requirements for Improvement identified.
You will have follow-up in the area(s) indicated below:

e  Measure of Success (MOS) — A follow-up Measure of Success will occur in
four (4) months.

if you have any questions, please do not hesitate to contact your Account Executive.

Thank you for collaborating with The Joint Commission to improve the safety and quality of care
provided to patients.

Organization Identification Number: 7853 Page 2 of 5



The Joint Commission

Requirements for Improvement — Summary

Program Standard Level of Compliance
HAP EC.02.05.09 Compliant
HAP EC.02.06.01 Compliant
HAP LD.04.01.05 Compliant
HAP LS.02.01.20 Compliant
HAP LS.02.01.30 Compliant
HAP LS.02.01.35 Compliant
HAP MM.03.01.01 Compliant
HAP MM.05.01.01 Compliant
HAP PC.01.02.03 Compliant
HAP RC.01.01.01 Compliant
HAP RC.02.03.07 Compliant
HAP RI.01.03.01 Compliant

Organization Identification Number: 7853

Page 3 of 5




CoP:
Corresponds to:
Text:

The Joint Commission
Summary of CMS Findings

§482.11
HAP
§482.11 Condition of Participation: Compliance with Federal, State and Local Laws

Tag: A-0020 Deficiency: Compliant

CoP Standard Tag Corresponds to Deficiency
§482.11(c) A-0023 HAP - HR.01.02.05/EP1 Comepliant
CoP: §482.24 Tag: A-0431 Deficiency: Compliant
Corresponds to: HAP

Text:

§482.24 Condition of Participation: Medical Record Services

The hospital must have a medical record service that has administrative responsibility
for medical records. A medical record must be maintained for every individual evaluated
or treated in the hospital.

CoP Standard Tag Corresponds to Deficiency
§482.24(c)(1) |A-0450 HAP - RC.01.01.01/EP6, EP19 Compliant
§482.24(c)(4)(v) |A-0466 HAP - RI.01.03.01/EP13 Compliant
§482.24(c)2) |A-0450 HAP - RC.02.03.07/EP4 Compliant
CoP: §482.41 Tag: A-0700 Deficiency: Compliant
Corresponds to: HAP

Text:

§482.41 Condition of Participation: Physical Environment

The hospital must be constructed, arranged, and maintained to ensure the safety of the

patient, and to provide facilities for diagnosis and treatment and for special hospital
services appropriate to the needs of the community.

CoP Standard Tag Corresponds to Deficiency
§482.41(a) A-0701 HAP - EC.02.06.01/EP1 Compliant
§482.41(c)(4) |A-0726 HAP - EC.02.06.01/EP13 Compliant
§482.41(b)(1)(i) [A-0710 HAP - LS.02.01.20/EP13, Compliant
LS.02.01.30/EPS,
LS.02.01.35/EP4
§482.41(c)(2) |A-0724 HAP - EC.02.05.09/EP3 Compliant
CoP: §482.51 Tag: A-0940 Deficiency: Compliant
Corresponds to: HAP

Text:

§482.51 Condition of Participation: Surgical Services

If the hospital provides surgical services, the services must be well organized and

provided in accordance with acceptable standards of practice. If outpatient surgical
services are offered the services must be consistent in quality with inpatient care in
accordance with the complexity of services offered.

Organization Identification Number: 7853

Page 4 of 5




The Joint Commission
Summary of CMS Findings

CoP Standard Tag Corresponds to Deficiency

§482.51(b)(1)(ii) [A-0952 HAP - PC.01.02.03/EP5 Compliant

Organization Identification Number: 7853 Page 50of 5



W The Joint Commission

Official Accreditation Report

The University of Tennessee Medical Center
1924 Alcoa Highway
Knoxuville, TN 37920

Organization Identification Number: 7853
Unannounced Full Event: 9/9/2014 - 9/12/2014



The Joint Commission

Report Contents

Executive Summary

Requirements for Improvement

Observations noted within the Requirements for Improvement (RF1) section require follow up
through the Evidence of Standards Compliance (ESC) process. The timeframe assigned for
completion is due in either 45 or 60 days, depending upon whether the observation was noted
within a direct or indirect impact standard. The identified timeframes of submission for each
observation are found within the Requirements for Improvement Summary portion of the final
onsite survey report. If a follow-up survey is required, the unannounced visit will focus on the
requirements for improvement although other areas, if observed, could still become findings.
The time frame for performing the unannounced follow-up visit is dependent on the scope and
severity of the issues identified within the Requirements for Improvement.

Opportunities for Improvement

Observations noted within the Opportunities for Improvement (OF1) section of the report
represent single instances of non-compliance noted under a C category Element of
Performance. Although these observations do not require official follow up through the
Evidence of Standards Compliance (ESC) process, they are included to provide your
organization with a robust analysis of all instances of non-compliance noted during survey.

Plan for Improvement

The Plan for Improvement (PFI) items were extracted from your Statement of Conditions™
(SOC) and represent all open and accepted PFls during this survey. The number of open and
accepted PFls does not impact your accreditation status, and is fully in sync with the self-
assessment process of the SOC. The implementation of Interim Life Safety Measures (ILSM)
must have been assessed for each PFI. The Projected Completion Date within each PFI
replaces the need for an individual ESC (Evidence of Standards Compliance) so the corrective
action must be achieved within six months of the Projected Completion Date. Future surveys will
review the completed history of these PFls.

Organization Identification Number: 7853 Page 2 of 33



The Joint Commission

Executive Summary

Program(s) Survey Date(s)
Hospital Accreditation 09/09/2014-09/12/2014
Hospital Accreditation : As a result of the accreditation activity conducted on the above date(s),

Requirements for Improvement have been identified in your report.
You will have follow-up in the area(s) indicated below:

e Evidence of Standards Compliance (ESC)

If you have any questions, please do not hesitate to contact your Account Executive.

Thank you for collaborating with The Joint Commission to improve the safety and quality of care
provided to patients.

Organization Identification Number: 7853 Page 3 of 33



The Joint Commission

Requirements for Improvement — Summary

Observations noted within the Requirements for Improvement (RF1) section require follow up through
the Evidence of Standards Compliance (ESC) process. The timeframe assigned for completion is due
in either 45 or 60 days, depending upon whether the observation was noted within a direct or indirect
impact standard. The identified timeframes of submission for each observation are found within the
Requirements for Improvement Summary portion of the final onsite survey report. If a follow-up
survey is required, the unannounced visit will focus on the requirements for improvement although
other areas, if observed, could still become findings. The time frame for performing the unannounced
follow-up visit is dependent on the scope and severity of the issues identified within the Requirements
for Improvement.

Organization Identification Number: 7853 Page 4 of 33



The Joint Commission

Evidence of DIRECT Impact Standards Compliance is due within 45 days from the day the
survey report was originally posted to your organization's extranet site:

Program: Hospital Accreditation
Program

Standards: EC.02.02.01 EP7
PC.01.03.01 EP1

Evidence of INDIRECT Impact Standards Compliance is due within 60 days from the day the
survey report was originally posted to your organization's extranet site:

Program: Hospital Accreditation
Program

Standards: EC.02.05.09 EP3
EC.02.06.01 EP1,EP13
HR.01.02.05 EP1
LD.04.01.05 EP4,EP5
LS.02.01.20 EP13
LS.02.01.30 EP6
LS.02.01.35 EP4
MM.03.01.01 EP6
MM.05.01.01 EP1
PC.01.02.03 EP5
RC.01.01.01 EP6,EP19
RC.02.03.07 EP4
RI1.01.03.01 EP13
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The Joint Commission
Summary of CMS Findings

§482.11 Tag: A-0020 Deficiency: Standard

Corresponds to: HAP

Text: §482.11 Condition of Participation: Compliance with Federal, State and Local Laws
CoP Standard Tag Corresponds to Deficiency
§482.11(c) A-0023 HAP - HR.01.02.05/EP1 Standard
CoP: §482.23 Tag: A-0385 Deficiency: Standard

Corresponds to: HAP

Text:

§482.23 Condition of Participation: Nursing Services

The hospital must have an organized nursing service that provides 24-hour nursing

services. The nursing services must be furnished or supervised by a registered nurse.
CoP Standard Tag Corresponds to Deficiency

§482.23(b)(4) |A-0396 HAP - PC.01.03.01/EP1 Standard

CoP:

§482.24 Tag: A-0431 Deficiency: Standard

Corresponds to: HAP

Text: §482.24 Condition of Participation: Medical Record Services
The hospital must have a medicat record service that has administrative responsibility
for medical records. A medical record must be maintained for every individual evaluated
or treated in the hospital.

CoP Standard Tag Corresponds to Deficiency

§482.24(c)(4)(v) |A-0466 HAP - R1.01.03.01/EP13 Standard
§482.24(c)(1) |A-0450 HAP - RC.01.01.01/EP6, EP19 Standard
§482.24(c)(2) |A-0450 HAP - RC.02.03.07/EP4 Standard

CoP: §482.26 Tag: A-0528 Deficiency: Standard

Corresponds to: HAP

Text:

§482.26 Condition of Participation: Radiologic Services

The hospital must maintain, or have available, diagnostic radiologic services. If
therapeutic services are also provided, they, as well as the diagnostic services, must
meet professionally approved standards for safety and personnel qualifications.

CoP Standard Tag Corresponds to Deficiency
§482.26(b)(1) |A-0536 HAP - EC.02.02.01/EP7 Standard

CoP:

§482.41 Tag: A-0700 Deficiency: Standard

Corresponds to: HAP

Organization Identification Number: 7853 Page 6 of 33



The Joint Commission
Summary of CMS Findings

Text: §482.41 Condition of Participation: Physical Environment
The hospital must be constructed, arranged, and maintained fo ensure the safety of the

patient, and to provide facilities for diagnosis and treatment and for special hospital
services appropriate to the needs of the community.

CoP Standard Tag Corresponds to Deficiency
§482.41(a) A-0701 HAP - EC.02.06.01/EP1 Standard
§482.41(c)(4) |A-0726 HAP - EC.02.06.01/EP13 Standard
§482.41(b)(1)(i) |A-0710 HAP - LS.02.01.20/EP13, Standard

L.S.02.01.30/EPS,
LS.02.01.35/EP4

§482.41(c)(2) |A-0724 HAP - EC.02.05.09/EP3 Standard

CoP: §482.51 Tag: A-0940 Deficiency: Standard
Corresponds to: HAP
Text: §482.51 Condition of Participation: Surgical Services

If the hospital provides surgical services, the services must be well organized and
provided in accordance with acceptable standards of practice. If outpatient surgical
services are offered the services must be consistent in quality with inpatient care in
accordance with the complexity of services offered.

CoP Standard Tag Corresponds to Deficiency
§482.51(b)(1)(ii) |A-0952 HAP - PC.01.02.03/EP5 Standard

Organization Identification Number: 7853 Page 7 of 33
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Requirements for Improvement — Detail

Chapter: Environment of Care

Program: Hospital Accreditation

Standard: EC.02.02.01 @
Standard Text: The hospital manages risks related to hazardous materials and waste.

Element(s) of Performance:

7. The hospital minimizes risks associated with Jf&‘
selecting and using hazardous energy sources. &
Note: Hazardous energy is produced by both

jonizing equipment (for example, radiation and x-ray

equipment) and nonionizing equipment (for

example, lasers and MRIs).

Scoring Category : A
Score : Insufficient Compliance

Observation(s):

EP 7

§482.26(b)(1) - (A-0536) - (1) Proper safety precautions must be maintained against radiation hazards. This
includes adequate shielding for patients, personnel, and facilities, as well as appropriate storage, use and
disposal of radioactive materials.

This Standard is NOT MET as evidenced by:

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

Radiology protective aprons stored in the Cath Lab were noted hanging in a folded manner which creates
risk for compromising their integrity.

Chapter: Environment of Care

Program: Hospital Accreditation

Standard: EC.02.05.09
Standard Text: The hospital inspects, tests, and maintains medical gas and vacuum systems.

Note: This standard does not require hospitals to have the medical gas and vacuum
systems discussed below. However, if a hospital has these types of systems, then
the following inspection, testing, and maintenance requirements apply.

Element(s) of Performance:

3. The hospital makes main supply valves and area "’ﬁ"‘-
shutoff valves for piped medical gas and vacuum £ TN
systems accessible and clearly identifies what the

valves control.

Scoring Category : A
Score : Insufficient Compliance
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Observation(s):

EP3

§482.41(c)(2) - (A-0724) - (2) Facilities, supplies, and equipment must be maintained to ensure an acceptable
level of safety and quality.

This Standard is NOT MET as evidenced by:

Observed in Building Tour at The University of Tennessee Medical Center (1924 Alcoa Highway, Knoxville,
TN) site for the Hospital deemed service.

Located at the door leading into pre-op surgery there was an oxygen cut off valve that was not labeled as to
what it controlled.

Chapter: Environment of Care

Program: Hospital Accreditation

Standard: EC.02.06.01
Standard Text: The hospital establishes and maintains a safe, functional environment.

Note: The environment is constructed, arranged, and maintained to foster patient
safety, provide facilities for diagnosis and treatment, and provide for special services
appropriate to the needs of the community.

Element(s) of Performance:

1. Interior spaces meet the needs of the patient .ﬁ.,“
population and are safe and suitable to the care, 23N
treatment, and services provided.

Scoring Category : C

Score : Insufficient Compliance

13. The hospital maintains ventilation, temperature, '“"'E‘"'
and humidity levels suitable for the care, freatment, Al )
and services provided. (See also EC.02.05.01, EP

6)

Scoring Category : A

Score . Insufficient Compliance

Observation(s):
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EP 1
§482.41(a) - (A-0701) - §482.41(a) Standard: Buildings

The condition of the physical plant and the overall hospital environment must be developed and
maintained in such a manner that the safety and well-being of patients are assured.

This Standard is NOT MET as evidenced by:

Observed in Building Tour at The University of Tennessee Medical Center (1924 Alcoa Highway,

Knoxville, TN) site for the Hospital deemed service.

The electrical distribution panel located in the corridor near room 755 was found to be unlocked.
Note: The maintenance team said they should be locked.

Observed in Building Tour at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

The electrical distribution panel located in the corridor near room 740 was found to be unlocked.
Note: The maintenance team said they should be locked.

Observed in Building Tour at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

The electrical distribution panel located in the corridor near room 736 was found to be unlocked.
Note: The maintenance team said they should be locked.

EP 13

§482.41(c)(4) - (A-0726) - (4) There must be proper ventilation, light, and temperature controls in
pharmaceutical, food preparation, and other appropriate areas.

This Standard is NOT MET as evidenced by:

Observed in Building Tour at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

The decontamination room located on the 3rd floor tested as positive airflow to the corridor.

Chapter: Human Resources

Program: Hospital Accreditation

Standard: HR.01.02.05
Standard Text: The hospital verifies staff qualifications.
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Element(s) of Performance:

1. When law or regulation requires care providers to
be currently licensed, certified, or registered to
practice their professions, the hospital both verifies
these credentials with the primary source and
documents this verification when a provider is hired
and when his or her credentials are renewed. (See
also HR.01.02.07, EP 2)

Note 1: It is acceptable to verify current licensure,
certification, or registration with the primary source
via a secure electronic communication or by
telephone, if this verification is documented.

Note 2: A primary verification source may designate
another agency to communicate credentials
information. The designated agency can then be
used as a primary source.

Note 3: An external organization (for example, a
credentials verification organization [CVO]) may be
used to verify credentials information. A CVO must
meet the CVO guidelines identified in the Glossary.

Scoring Category : A
Score : Insufficient Compliance

Observation(s):
EP 1

§482.11(c) - (A-0023) - (c) The hospital must assure that personnel are licensed or meet other applicable

standards that are required by State or local laws.
This Standard is NOT MET as evidenced by:

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa Highway,

Knoxville, TN) site for the Hospital deemed service.

Review of the personnel file of a contract nurse who placed a PICC line, did not contain evidence that the
primary source verification of licensure was completed prior to the expiration date of the license. Note that

this nurse did possess a current license.

Chapter: Leadership

Program: Hospital Accreditation

Standard: LD.04.01.05
Standard Text: The hospital effectively manages its programs, services, sites, or departments.

Organization Identification Number: 7853
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Element(s) of Performance:
4. Staff are held accountable for their ,IE.\
responsibilities. .
Scoring Category : A
Score : Insufficient Compliance
5. Leaders provide for the coordination of care, E‘i"

)

treatment, and services among the hospital's
different programs, services, sites, or departments.
(See also NR.01.01.01, EP 1)

Scoring Category : A
Score : Insufficient Compliance

Observation(s):

EP 4

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site.

During tracer activities it was noted that platelets were ordered in the Pre-Procedure Area.. The initial vital
signs were taken and documented. The patient was then transferred to the Procedure Area with the platelets.
The platelets were hung in the Procedure Area. The staff in the Procedure Area did not document the q 15
minute vital signs on the Transfusion Record as required by policy. There was also no documentation of the
start and end time of the transfusion as required by policy.

EP5

Observed in Tracer Activities at UT Sleep Center (420 W. Morris Blvd, Suite 400-H, Morristown, TN) site.
During the outpatient visit medical orders for the patient receiving sleep studies was traced. The process
revealed specific sleep orders that had been received from the LIP for individual patients. The process was
to rewrite the original physician order on an identical order sheet for processing. The second order sheet
had a physician signature previously affixed to a blank form. During further tracing it was discovered that
approximately 40 - 45 blank order sheets were kept within the department, each with a different physician
signature already affixed to the blank order form.

Chapter: Life Safety

Program: Hospital Accreditation

Standard: 15.02.01.20
Standard Text: The hospital maintains the integrity of the means of egress.

Element(s) of Performance:

o

13. Exits, exit accesses, and exit discharges are ,.*"" "
clear of obstructions or impediments to the public Pl )
way, such as cluiter (for example, equipment, carts,

furniture), construction material, and snow and ice.

(For full text and any exceptions, refer to NFPA 101

-2000: 7.1.10.1)

Scoring Category : C
Score : Insufficient Compliance
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Observation(s):

EP 13

§482.41(b)(1)(i) - (A-0710) - (i) The hospital must meet the applicable provisions of the 2000 edition of
the Life Safety Code of the National Fire Protection Association. The Director of the Office of the
Federal Register has approved the NFPA 101®2000 edition of the Life Safety Code, issued January 14,
2000, for incorporation by reference in accordance with 5 U.S.C. 552(a) and 1 CFR part 51. A copy of
the Code is available for inspection at the CMS Information Resource Center, 7500 Security
Boulevard, Baltimore, MD or at the National Archives and Records Administration (NARA). For
information on the availability of this material at NARA, call 202-741-6030, or go to:
http://lwww.archives.gov/federal_register/code_of federal_regulations/ibr_locations.html.

Copies may be obtained from the National Fire Protection Association, 1 Batterymarch Park, Quincy,
MA 02269. If any changes in this edition of the Code are incorporated by reference, CMS will publish
notice in the Federal Register to announce the changes.

This Standard is NOT MET as evidenced by:

Observed in Building Tour at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

Located on the medical critical care unit 2-on the 5th floor there was a work station on wheels being
stored in the path of egress, plugged up for the purpose of being charged.

Observed in Building Tour at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

Located on the medical critical care unit 2-on the 5th floor there was a second work station on wheels
being stored in the path of egress, plugged up for the purpose of being charged.

Observed in Building Tour at The University of Tennessee Medical Center (1924 Aicoa Highway,
Knoxville, TN) site for the Hospital deemed service.

Located on the medical critical care unit 2-on the 5th floor there was a third work station on wheels
being stored in the path of egress, plugged up for the purpose of being charged.

Chapter: Life Safety

Program: Hospital Accreditation

Standard: LS.02.01.30
Standard Text: The hospital provides and maintains building features to protect individuals

from the hazards of fire and smoke.
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Element(s) of Performance:

6. Existing corridor partitions are fire rated for 1/2 ﬁ‘-.,
hour, are continuous from the floor slab to the floor
or roof slab above, extend through any concealed
spaces (such as those above suspended ceilings
and interstitial spaces), are properly sealed, and are
constructed to limit the transfer of smoke.

Note: In smoke compartments protected throughout
with an approved supervised sprinkler system,
corridor partitions are allowed to terminate at the
ceiling if the ceiling is constructed to limit the
passage of smoke. The passage of smoke can be
limited by an exposed, suspended-grid acoustical
tile ceiling. The following ceiling features also limit
the passage of smoke: sprinkler piping and
sprinklers that penetrate the ceiling; ducted heating,
ventilating, and air-conditioning (HVAC) supply and
return-air diffusers; speakers; and recessed lighting
fixtures. (For full text and any exceptions, refer to
NFPA 101-2000: 19.3.6.2.1 and 19.3.6.2.2)

Scoring Category : C
Score ; Partial Compliance

Observation(s):

EP 6

§482.41(b)(1)(i) - (A-0710) - (i) The hospital must meet the applicable provisions of the 2000 edition of the Life
Safety Code of the National Fire Protection Association. The Director of the Office of the Federal Register
has approved the NFPA 101®2000 edition of the Life Safety Code, issued January 14, 2000, for incorporation
by reference in accordance with 5 U.$.C. 552(a) and 1 CFR part 51. A copy of the Code is available for
inspection at the CMS Information Resource Center, 7500 Security Boulevard, Baltimore, MD or at the
National Archives and Records Administration (NARA). For information on the availability of this material at
NARA, call 202-741-6030, or go to:
http://www.archives.gov/federal_register/code_of_federal_regulations/ibr_locations.html.

Copies may be obtained from the National Fire Protection Association, 1 Batterymarch Park, Quincy, MA
02269. If any changes in this edition of the Code are incorporated by reference, CMS will publish notice in
the Federal Register to announce the changes.

This Standard is NOT MET as evidenced by:

Observed in Building Tour at The University of Tennessee Medical Center (1924 Alcoa Highway, Knoxville,
TN) site for the Hospital deemed service.

It was noted while on survey that in the corridor outside operating room # 32 there was a missing
escutcheon ring around a sprinkler head.

Observed in Building Tour at The University of Tennessee Medical Center (1924 Alcoa Highway, Knoxville,
TN) site for the Hospital deemed service.

It was noted while on survey that in the corridor outside operating room # 32 there was a second missing
escutcheon ring around a sprinkler head.

Chapter: Life Safety
Program: Hospital Accreditation

Standard: 15.02.01.35 @
e
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Standard Text: The hospital provides and maintains systems for extinguishing fires.
Element(s) of Performance:
4, Piping for approved automatic sprinkler systems E&.,
",

is not used to support any other item. (For full text
and any exceptions, refer to NFPA 25-1998: 2-2.2)

Scoring Category: C
Score : Insufficient Compliance

Observation(s):

EP 4

§482.41(b)(1)(i) - (A-0710) - (i) The hospital must meet the applicable provisions of the 2000 edition of the Life
Safety Code of the National Fire Protection Association. The Director of the Office of the Federal Register
has approved the NFPA 101®2000 edition of the Life Safety Code, issued January 14, 2000, for incorporation
by reference in accordance with 5 U.S.C. 552(a) and 1 CFR part 51. A copy of the Code is available for
inspection at the CMS Information Resource Center, 7500 Security Boulevard, Baltimore, MD or at the
National Archives and Records Administration (NARA). For information on the availability of this material at
NARA, call 202-741-6030, or go to:
http:l/www.archives.govlfederaI_registerlcode_of_federaI_reguIationslibr_Iocations.htmI.

Copies may be obtained from the National Fire Protection Association, 1 Batterymarch Park, Quincy, MA
02269. If any changes in this edition of the Code are incorporated by reference, CMS will publish notice in
the Federal Register to announce the changes.

This Standard is NOT MET as evidenced by:

Observed in Building Tour at The University of Tennessee Medical Center (1924 Alcoa Highway, Knoxville,
TN) site for the Hospital deemed service.

Located in the east penthouse near the ceiling there was a large bundle of antenna cables supported by the
support system for the approved automatic sprinkler system.

Observed in Building Tour at The University of Tennessee Medical Center (1924 Alcoa Highway, Knoxville,
TN) site for the Hospital deemed service.

Located in the east penthouse near the ceiling there was a second large bundle of antenna cables supported
by the support system for the approved automatic sprinkler system.

Observed in Building Tour at The University of Tennessee Medical Center (1924 Alcoa Highway, Knoxville,
TN) site for the Hospital deemed service.

Located in the east penthouse near the ceiling there was a third place where a large bundle of antenna
cables supported by the support system for the approved automatic sprinkler system.

Observed in Building Tour at The University of Tennessee Medical Center (1924 Alcoa Highway, Knoxville,
TN) site for the Hospital deemed service.

Located in the east penthouse near the ceiling there was a fourth place where a large bundle of antenna
cables supported by the support system for the approved automatic sprinkler system.

Chapter: Medication Management

Program: Hospital Accreditation

Standard: MM.03.01.01
Standard Text: The hospital safely stores medications.
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Element(s) of Performance:
6. The hospital prevents unauthorized individuals E"'
from obtaining medications in accordance with its .L_“‘»..

policy and law and regulation.
Note: This element of performance is also
applicable to sample medications.

Scoring Category : A
Score : Insufficient Compliance

Observation(s):

EP 6

Observed in Tracer Visit at University Cancer Specialists (270 Joule Street, Alcoa, TN) site.

During the tracer visit a red plastic box was found to contain rescue drugs. The box was held closed by an
integrity tag and was stored in an unlocked cabinet. During the day the cabinet was visualized at all times.
During off hours, nights and weekends, the cabinet was not being secured. Cleaning personnel were
verified as having access to the clinic when hospital personnel were not present.

Chapter: Medication Management

Program: Hospital Accreditation

Standard: MM.05.01.01
Standard Text: A pharmacist reviews the appropriateness of all medication orders for medications to

be dispensed in the hospital.
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Element(s) of Performance:

1. Before dispensing or removing medications from
floor stock or from an automated storage and
distribution device, a pharmacist reviews all
medication orders or prescriptions unless a licensed
independent practitioner controls the ordering,
preparation, and administration of the medication or
when a delay would harm the patient in an urgent
situation (including sudden changes in a patient's
clinical status), in accordance with law and
regulation.

Note 1: The Joint Commission permits emergency
departments to broadly apply two exceptions in
regard to Standard MM.05.01.01, EP 1. These
exceptions are intended to minimize treatment
delays and patient back-up. The first exception
allows medications ordered by a licensed
independent practitioner to be administered by staff
who are permitted to do so by virtue of education,
training, and organization policy (such as a
registered nurse) and in accordance with law and
regulation. A licensed independent practitioner is
not required to remain at the bedside when the
medication is administered. However, a licensed
independent practitioner must be available to
provide immediate intervention should a patient
experience an adverse drug event. The second
exception allows medications to be administered in
urgent situations when a delay in doing so would
harm the patient.

Note 2: A hospital's radiology service (including
hospital-associated ambulatory radiology) will be
expected to define, through protocol or policy, the
role of the licensed independent practitioner in the
direct supervision of a patient during and after IV
contrast media is administered including the
licensed independent practitioner’s timely
intervention in the event of a patient emergency.

Scoring Category : A
Score : Insufficient Compliance

Observation(s):

Organization Identification Number: 7853

Page 17 of 33



The Joint Commission
Findings

EP1

Observed in Tracer Activities at University Cancer Specialists (270 Joule Street, Alcoa, TN) site.
During tracer activity of a patient receiving outpatient chemotherapy the record was reviewed for
accuracy of medical order to infusion. The medical order included a number of pre medication drugs
prior to the chemo infusion. When the medical orders were sent to Pharmacy they did not include the
medication list currently taken by the patient. The Pharmacy had sent the multiple drugs to the
department for administration without evidence of review and comparison to the current list of active
medications.

Observed in Tracer Activities at University Cancer Specialists (2480 Highway 72 North, Loudon, TN)
site.

During tracer activity of a second patient receiving outpatient chemotherapy the record was reviewed
for accuracy of medical order to infusion. The medical order included a number of pre medication
drugs prior to the chemo infusion. When the medical orders were sent to Pharmacy they did not
include the medication list currently taken by the patient. The Pharmacy had sent the multiple drugs
to the department for administration without evidence of review and comparison to the current list of
active medications

Observed in Tracer Activities at The UTMC Outpatient Infusion Therapy (11440 Parkside Drive Suite
202, Knoxville, TN) site.

During tracer activity of a third patient receiving outpatient chemotherapy the record was reviewed for
accuracy of medical order to infusion. The medical order included a number of pre medication drugs
prior to the chemo infusion. When the medical orders were sent to Pharmacy they did not include the
medication list currently taken by the patient. The Pharmacy had sent the multiple drugs to the
department for administration without evidence of review and comparison to the current list of active
medications

Observed in Tracer Visit at University Cancer Specialists (1907 West Morris Blvd, Suite F, Morristown,
TN) site.

During tracer activity of a fourth patient receiving outpatient chemotherapy the record was reviewed
for accuracy of medical order to infusion. The medical order included a number of pre medication
drugs prior to the chemo infusion. When the medical orders were sent to Pharmacy they did not
include the medication list currently taken by the patient. The Pharmacy had sent the multiple drugs
to the department for administration without evidence of review and comparison to the current list of
active medications.

Observed in Tracer Activities at University Cancer Specialists (1108 Fox Meadows Blvd. Suite 1,
Sevierville, TN) site.

During tracer activity of a fifth patient receiving outpatient chemotherapy the record was reviewed for
accuracy of medical order to infusion. The medical order included a number of pre medication drugs
prior to the chemo infusion. When the medical orders were sent to Pharmacy they did not include the
medication list currently taken by the patient. The Pharmacy had sent the multiple drugs to the
department for administration without evidence of review and comparison to the current list of active
medications.

Chapter: Provision of Care, Treatment, and Services

Program: Hospital Accreditation

Standard: PC.01.02.03
Standard Text: The hospital assesses and reassesses the patient and his or her condition

according to defined time frames.
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Element(s) of Performance:

5. For a medical history and physical examination ',.-k
that was completed within 30 days prior to :
registration or inpatient admission, an update

documenting any changes in the patient's condition

is completed within 24 hours after registration or

inpatient admission, but prior to surgery or a

procedure requiring anesthesia services. (See also

MS.03.01.01, EP 8; RC.02.01.03, EP 3)

Scoring Category : C
Score : Partial Compliance

Observation(s):

EP 5

§482.51(b)(1)(ii) - (A-0952) - (ii) An updated examination of the patient, including any changes in the patient’s
condition, must be completed and documented within 24 hours after admission or registration when the
medical history and physical examination are completed within 30 days before admission or registration.
This Standard is NOT MET as evidenced by:

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

During tracer activities it was noted that the H and P prior to surgery was not updated as required by
standard and policy.

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

During tracer activities it was noted that the H and P update was not documented prior to surgery as
required by standard and hospital policy.

Chapter: Provision of Care, Treatment, and Services

Program: Hospital Accreditation

Standard: PC.01.03.01 @
Standard Text: The hospital plans the patient’s care.

Element(s) of Performance:

1. The hospital plans the patient’s care, treatment, .a‘f?’“
and services based on needs identified by the ﬂ
patient's assessment, reassessment, and results of

diagnostic testing. (See also RC.02.01.01, EP 2)

Scoring Category : C
Score : Partial Compliance

Observation(s):
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EP 1

§482.23(b)(4) - (A-0396) - (4) The hospital must ensure that the nursing staff develops, and keeps current, a
nursing care plan for each patient. The nursing care plan may be part of an interdisciplinary care plan.

This Standard is NOT MET as evidenced by:

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

The care plan of a patient with a peritoneal dialysis catheter had potential for infection included in the
problems. However, the care plan stated the potential source for the infection was the IV and did not include
the peritoneal dialysis catheter nor any interventions to prevent infection of the catheter.

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

The care plan of a patient in contact isolation for MRSA did not include contact precautions as an
intervention.

Chapter: Record of Care, Treatment, and Services

Program: Hospital Accreditation

Standard: RC.01.01.01

Standard Text: The hospital maintains complete and accurate medical records for each individual
patient.

Element(s) of Performance:

19. For hospitals that use Joint Commission l,.f‘.\
accreditation for deemed status purposes: All &\.
entries in the medical record, including ail orders,

are timed.

Scoring Category : C

Score : Insufficient Compliance

6. The medical record contains the information #ﬁ’x
needed to justify the patient’s care, treatment, and 2N
services.

Scoring Category : C
Score : Partial Compliance

Observation(s):
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EP 6

§482.24(c)(1) - (A-0450) - (1) All patient medical record entries must be legible, complete, dated, timed, and
authenticated in written or electronic form by the person responsible for providing or evaluating the service
provided, consistent with hospital policies and procedures.

This Standard is NOT MET as evidenced by:

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

During tracer activities it was noted that a Pharmacist on a medical surgical unit used a strike out( really
curly Q"s) to a change documentation in the record for date and time of entry. Hospital policy requires strike
out to include name ,date and time of strike out.

Observed in Tracer Activities at The UTMC Outpatient Infusion Therapy (11440 Parkside Drive Suite 202,
Knoxville, TN) site for the Hospital deemed service.

During tracer activities the medical record of an infusion patient contained medical orders with a strike out
and medication dosage change. The hospital policy requires a strike out to include the author name with
date and time. None of the required elements were found on the order sheet.

EP 19

§482.24(c)(1) - (A-0450) - (1) All patient medical record entries must be legible, complete, dated, timed, and
authenticated in written or electronic form by the person responsible for providing or evaluating the service
provided, consistent with hospital policies and procedures.

This Standard is NOT MET as evidenced by:

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

During tracer activities in the Neuro/Trauma Unit it was noted that a resident physician did not time the
documentation on the Multiple Trauma Exam as required by hospital policy and standard.

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.
There was a Progress Note and an Order that was not timed as required by standard and hospital policy.

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

During review of the Preoperative/Preprocedural Transfer Status Checklist it was noted that the form was not
timed by the nurse who completed the form.

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.
It was noted during tracer activity, that the anesthesia orders were not timed by the physician.

Chapter: Record of Care, Treatment, and Services

Program: Hospital Accreditation

Standard: RC.02.03.07 @
Standard Text: Qualified staff receive and record verbal orders.

Element(s) of Performance:

4. Verbal orders are authenticated within the time .-*'4"'-
frame specified by law and regulation. Pl

Scoring Category: C
Score : Partial Compliance
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Observation(s):

EP 4

§482.24(c)(2) - (A-0450) - (2) All orders, including verbal orders, must be dated, timed, and authenticated
promptly by the ordering practitioner or by another practitioner who is responsible for the care of the patient
only if such a practitioner is acting in accordance with State law, including scope-of-practice laws, hospital
policies, and medical staff bylaws, rules, and regulations.

This Standard is NOT MET as evidenced by:

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

During tracer activities on 9/9 it was noted that a telephone order from 9/6 was not authenticated within the
48 hour time frame denoted in the hospital policy.

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

During tracer activities on 9/9 it was noted that a telephone order on 9/4 was not authenticated within the
appropriate time frame. The order was authenticated with the physician's signature but there was no date
and time of the authentication. The surveyor was unable to determine if the order was authenticated within
the appropriate time frame.

Chapter: Rights and Responsibilities of the Individual

Program: Hospital Accreditation

Standard: R1.01.03.01
Standard Text: The hospital honors the patient's right to give or withhold informed consent.

Element(s) of Performance:

13. Informed consent is obtained in accordance with ‘ﬁa&
the hospital's policy and processes and, except in /4 L

emergencies, prior to surgery. (See also
RC.02.01.01, EP 4)

Scoring Category: C
Score : Insufficient Compliance

Observation(s):
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EP 13
§482.24(c)(4)(v) - (A-0466) - [All records must document the following, as appropriate:]

(v) Properly executed informed consent forms for procedures and treatments specified by the medical
staff, or by Federal or State law if applicable, to require written patient consent.

This Standard is NOT MET as evidenced by:

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

During tracer activities it was noted that an anesthesia consent form included four types of
anesthesia: General,Spinal, Block,Moderate Sedation etc. There was no documentation of the type of
the anesthesia planned for the consent being obtained. The patient signed the consent without an
anesthesia type being defined for the patient and procedure. According to CMS Interpretive
Guidelines states,"A properly executed informed consent contains the following minimum
elements....name of specific treatment be provided.

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

The Anesthesia Informed Consent Form included four different potential anesthesia services, i.e.
General, Spinal, Block, Moderate Sedation. There was no indication on the Form as to the type of
service for which consent was being given. Another anesthesiologist in the Day Surgery Center
completed the Anesthesia Informed Consent Form by indicating which of the services he would be
providing. This was an indication of a lack of consistency in the process for obtaining informed
consents.

According to the CMS Interpretive Guidelines; “A properly executed informed consent form contains
the following minimum elements:....... Name of the specific...type of medical treatment for which
consent is being given.”

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

In a second record, the Anesthesia Informed Consent Form included four different potential
anesthesia services, i.e. General, Spinal, Block, Moderate Sedation. There was no indication on the
Form as to which type of service for which consent was being given. Another anesthesiologist in the
Day Surgery Center completed the Anesthesia Informed Consent Form by indicating which of the
services he would be providing. This was an indication of a lack of consistency in the process for
obtaining informed consents.

According to the CMS Interpretive Guidelines; “A properly executed informed consent form contains
the following minimum elements:....... Name of the specific...type of medical treatment for which
consent is being given.”

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa Highway,
Knoxville, TN) site for the Hospital deemed service.

During tracer activity in the Dialysis Unit, it was noted that the patient had signed a consent form for
anesthesia that described four different types of anesthesia. The anesthesia provider did not denote
the specific anesthesia that was planned for the patient. According to CMS Interpretive Guidelines
states,"A properly executed informed consent contains the following minimum elements....name of
specific treatment be provided.”
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Opportunities for Improvement — Summary

Observations noted within the Opportunities for Improvement (OFI} section of the report represent
single instances of non-compliance noted under a C category Element of Performance. Although
these observations do not require official follow up through the Evidence of Standards Compliance
(ESC) process, they are included to provide your organization with a robust analysis of all instances of
non-compliance noted during survey.

Program: Hospital Accreditation
Program

Standards: 1C.02.01.01 EP1,EP3
MM.04.01.01 EP13
PC.01.02.03 EP4
PC.02.01.21 EP2
PC.02.02.03 EP11
PC.04.01.05 EP8
RC.01.01.01 EP7
RC.02.01.03 EP7
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Opportunities for Improvement — Detail

Chapter: Infection Prevention and Control

Program: Hospital Accreditation

Standard: 1C.02.01.01

Standard Text: The hospital implements its infection prevention and control plan.

Element(s) of Performance:

1. The hospital implements its infection prevention A
and control activities, including surveillance, to .&.
minimize, reduce, or eliminate the risk of infection.

Scoring Category: C

Score : Satisfactory Compliance
3. The hospital implements transmission-based )
precautions * in response to the pathogens that are Fd 4 !

suspected or identified within the hospital's service
setting and community.

Note: Transmission-based precautions are infection
prevention and control measures to protect against
exposure to a suspected or identified pathogen.
These precautions are specific and based on the
way the pathogen is transmitted. Categories include
contact, droplet, airborne, or a combination of these
precautions.

Footnote *: For further information regarding
transmission-based precautions, refer to the
website of the Centers for Disease Control and
Prevention (CDC) at http://www.cdc.gov/hai/
(Infection Control in Healthcare Settings).

Scoring Category : C
Score : Satisfactory Compliance

Observation(s):

EP1

Observed in Tracer Activities at The University of Tennessee Medical Center (1924 Alcoa
Highway,Knoxviile,TN) site.

During the dietary tracer, the dishwasher temperature logs stated that if the final rinse temperature was
below 180 degrees that the Eco San chemical should be used. On two occasions in September there was no
indication that the EcoSan had been added when the temperature was recorded as 160 degrees.

EP3

Observed in Tracer Visit at University Cancer Specialists (270 Joule Street,Alcoa,TN) site.

During tracer activity laryngoscope blades were found to be contained in a hard plastic container. When the
container was opened the blades were found to be clean but uncovered with no protection from exposure or
contamination.
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Chapter: Medication Management

Program: Hospital Accreditation

Standard: MM.04.01.01

Standard Text: Medication orders are clear and accurate.

Element(s) of Performance:

13. The hospital implements its policies for FAN
medication orders. 3

Scoring Category : C
Score : Satisfactory Compliance

Observation(s):

EP13

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa
Highway,Knoxville,TN) site.

Review of sedation orders on a patient in the TSICU, revealed that the physician did not include the target
Ramsey sedation score; the score was left blank on the order sheet. The hospital policy, Medication Order
Content, revised 4/12 states, "If a medication order lacks required components as listed above or is
illegible/unclear, the prescriber will be contacted for clarification."

Chapter: Provision of Care, Treatment, and Services

Program: Hospital Accreditation

Standard: PC.01.02.03

Standard Text: The hospital assesses and reassesses the patient and his or her condition according

to defined time frames.
Element(s) of Performance:

4. The patient receives a medical history and ﬂ
physical examination no more than 30 days prior to,

or within 24 hours after, registration or inpatient

admission, but prior to surgery or a procedure

requiring anesthesia services. (See also
MS.03.01.01, EP 6; RC.02.01.03, EP 3)

Scoring Category: C
Score : Satisfactory Compliance

Observation(s):

EP4

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa
Highway,Knoxville,TN) site.

For a patient who was admitted on 9/6/14, and underwent an AV fistula revision on 9/7/14, the history and
physical was not able to be located on the day of tracer review (9/9/14). Of note, the H&P had been dictated
but not transcribed at the time of the procedure (the transcription was located the day of the tracer)and a
handwritten H&P had been done by a resident who still had the document in his possession the day of the
tracer.
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Chapter: Provision of Care, Treatment, and Services

Program: Hospital Accreditation

Standard: PC.02.01.21

Standard Text: The hospital effectively communicates with patients when providing care, treatment,
and services.

Element(s) of Performance:

2. The hospital communicates with the patient '.ﬁ\._
during the provision of care, treatment, and services it I
in a manner that meets the patient's oral and written

communication needs. (See also RI.01.01.03, EPs

1-3)

Scoring Category : C
Score : Satisfactory Compliance

Observation(s):

EP2

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa
Highway,Knoxville,TN) site.

During tracer activities it was noted that an informed consent for a patient whose preferred language was
Spanish,had an informed consent signed in English. After follow-up in Labor and Delivery , it was noted than
an interpreter from Cherokee Health came into the hospital and performed the interpretive services. There
was no documentation anywhere in the record that the informed consent was obtained in Spanish..After
follow-up with Cherokee Health it was noted that there was no documentation of the competency of the
translator. The only competency that was provided from Cherokee Health was a sign- in sheet that the
translator attended an in service presentation. There was no documentation of any kind that the translator
had the knowledge to translate medical information.

Chapter: Provision of Care, Treatment, and Services

Program: Hospital Accreditation

Standard: PC.02.02.03

Standard Text: The hospital makes food and nutrition products available to its patients.

Element(s) of Performance:

11. The hospital stores food and nutrition products, fal
including those brought in by patients or their 4 3 b
families, using proper sanitation, temperature, light,

moisture, ventilation, and security.

Scoring Category : C
Score : Satisfactory Compliance

Observation(s):
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EP11

Observed in Tracer Activities at The University of Tennessee Medical Center (1924 Alcoa
Highway,Knoxville, TN) site.

During the dietary tracer, a refrigerator temperature log stated that the temperature should be 34 - 41
degrees and if out of range the facilities department should be notified. On six occasions in September, the
temperature was below 34 degrees and no action was taken.

Chapter: Provision of Care, Treatment, and Services

Program: Hospital Accreditation

Standard: PC.04.01.05

Standard Text: Before the hospital discharges or transfers a patient, it informs and educates the

patient about his or her follow-up care, treatment, and services.

Element(s) of Performance:

8. The hospital provides written discharge Ay
instructions in a manner that the patient and/or the i J ",
patient’s family or caregiver can understand. (See

also RI.01.01.03, EP 1)

Scoring Category : C
Score : Satisfactory Compliance

Observation(s):

EP8

Observed in Day Surgery Center PACU at The University of Tennessee Medical Center (1924 Alcoa
Highway,Knoxville, TN) site.

The discharge medication instructions contained language that the patient may not readily understand, such
as PO, HS, PRN, etc.

Chapter: Record of Care, Treatment, and Services

Program: Hospital Accreditation

Standard: RC.01.01.01

Standard Text: The hospital maintains complete and accurate medical records for each individual
patient.

Element(s) of Performance:

7. The medical record contains information that o
documents the course and result of the patient's !_"E'i
care, treatment, and services.

Scoring Category : C
Score : Satisfactory Compliance

Observation(s):
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EP7

Observed in Tracer Visit at Cole Neuroscience Center-Northshore Movement Disorder Clinic (9625 Kroger
Park Drive, Suite 300,Knoxville,TN) site.

During tracer activity the Sample Medication process was traced. There was good evidence recording the
acceptance, lot numbers, date of dispensing and amount of drug dispensed. There was no documentation
within the medical record of a prescription, medical authorization, reason for dispensing or response to the
medication.

Chapter: Record of Care, Treatment, and Services

Program: Hospital Accreditation

Standard: RC.02.01.03

Standard Text: The patient’s medical record documents operative or other high-risk procedures and

the use of moderate or deep sedation or anesthesia.
Element(s) of Performance:

7. When a full operative or other high-risk procedure ".‘s\
report cannot be entered immediately into the £ 4 Y
patient’'s medical record after the operation or

procedure, a progress note is entered in the

medical record before the patient is transferred to

the next level of care. This progress note includes

the name(s) of the primary surgeon(s) and his or

her assistant(s), procedure performed and a

description of each procedure finding, estimated

blood loss, specimens removed, and postoperative

diagnosis.

Scoring Category : C
Score : Satisfactory Compliance

Observation(s):

EP7

Observed in Individual Tracer at The University of Tennessee Medical Center (1924 Alcoa
Highway,Knoxville,TN) site.

The medical record did not have an immediate post procedure note following a stereotactic breast biopsy.
The dictated operative summary was not on the chart because of the transcription turnaround time.
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Plan for Improvement - Summary

The Plan for Improvement (PFl) items were extracted from your Statement of Conditions™ (SOC) and
represent all open and accepted PFls during this survey. The number of open and accepted PFls does
not impact your accreditation status, and is fully in sync with the self-assessment process of the SOC.
The implementation of Interim Life Safety Measures (ILSM) must have been assessed for each PFI.
The Projected Completion Date within each PFI replaces the need for an individual ESC (Evidence of
Standards Compliance) so the corrective action must be achieved within six months of the Projected
Completion Date. Future surveys will review the completed history of these PFls.

Number of PFls: 12
Site: The University of Tennessee Medical Center
Building Name: Main Hospital_HAP
PFI Id: 2014-6
Description:
Location of a controlled access door creates a dead end corridor
ILSM Access: Yes
Projected Completion Date: 10/31/2014
Funds Committed: Yes
Accepted Date: 9/11/2014
Site: The University of Tennessee Medical Center
Building Name: Main Hospital_HAP
PFI Id: 2014-7
Description:
Medical Data Closet determined to not have smoke tight ceiling assembly
ILSM Access: Yes
Projected Completion Date: 12/31/2014
Funds Committed: Yes
Accepted Date: 9/11/2014
Site: The University of Tennessee Medical Center
Building Name: Main Hospital_HAP
PFI Id: 2014-12
Description:
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Relocation of Fire Wall requires addition of fire shutter at window oppening.

ILSM Access:

Projected Completion Date:
Funds Committed:
Accepted Date:

Yes
12/31/2014
Yes
9/11/2014

Site:
Building Name:

PFI Id:
Description:

Smoke detection not present in Doctor's sleep room

ILSM Access:

Projected Completion Date:
Funds Committed:
Accepted Date:

The University of Tennessee Medical Center
Main Hospital HAP

2014-13

Yes
12/31/2014
Yes
9/11/2014

Site:
Building Name:

PFI Id:
Description:

The University of Tennessee Medical Center
Main Hospital HAP

2014-14

Rated Chase alongside stairwale (north )found to have pentration in masonry wall

ILSM Access:

Projected Completion Date:
Funds Committed:
Accepted Date:

Yes
12/31/2014
Yes
9/11/2014

Site:
Building Name:

PFI Id:
Description:

Chase wall found not be sealed off.

ILSM Access:

Projected Completion Date:
Funds Committed:
Accepted Date:

The University of Tennessee Medical Center
Main Hospital HAP

2014-15

Yes
12/31/2014
Yes
9/11/2014

Site:

Organization Identification Number: 7853
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Building Name:

PFI Id:
Description:

Main Hospital HAP
2014-17

Doors entering room containing laundry shoot found to be modified

ILSM Access:

Projected Completion Date:
Funds Committed:
Accepted Date:

Yes
12/31/2014
Yes
9/11/2014

Site:

Building Name:

PFI Id:

Description:

Door needed to complete suite separation
ILSM Access:

Projected Completion Date:

Funds Committed:

Accepted Date:

The University of Tennessee Medical Center
Main Hospital_HAP

2014-11

Yes
2/27/2015
Yes
9/11/2014

Site:
Building Name:

PFI Id:
Description:

The University of Tennessee Medical Center
Main Hospital  HAP

2014-16

24 sets of Smoke Doors in the East Pavilion were found to need boftom latches

ILSM Access:

Projected Completion Date:
Funds Committed:
Accepted Date:

Yes
12/30/2015
Yes
9/11/2014

Site:
Building Name:

PFI Id:
Description:

The University of Tennessee Medical Center
Main Hospital HAP

2014-18

Penetrations found in plumbing chases of East Pavilion

ILSM Access:
Projected Completion Date:
Funds Committed:

Organization Identification Number: 7853
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9/11/2014

Site:
Building Name:
PFI Id:

Description:
Fire Damper Access

ILSM Access:

Projected Completion Date:

Funds Committed:
Accepted Date:

The University of Tennessee Medical Center
Main Hospital_HAP

20131

Yes
12/31/2019
Other
9/11/2014

Site:
Building Name:
PFI Id:

Description:
Fire Damper Access

ILSM Access:

Projected Completion Date:

Funds Committed:
Accepted Date:

The University of Tennessee Medical Center
Main Hospital_ HAP

2014-1

Yes
12/31/2020
Other
9/11/2014

Organization Identification Number: 7853
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AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF KNOX

e
' ERESA L EVE i . being first duly sworn, says that
he/she is the applicant named in this application or his/her/its lawful agent, that this project will be
completed in accordance with the application, that the applicant has read the directions to this
application, the Rules of the Health Services and Development Agency, and T.C.A. § 68-1 1-1601, ef
seq., and that the responses to this application or any other questions deemed appropriate by the Health

Services and Development Agency are true and complete.

. U -
Sworn to and subscribed before me the (4~ day of . 2015, a Notary

Public for Knox County, Tennessee-
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State of Tennessee

Health Services and Development Agency
Andrew Jackson, 9" Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

October 1, 2015

Jerry Taylor, Esq.

Burr & Forman, LLP

511 Union Street, Suite 2300
Nashville, TN 37219

RE: Certificate of Need Application -- University of Tennessee Medical Center - CN1509-039
The acquisition of an MRI unit at a cost in excess of $2 million. If approved, the MRI unit will be the Sth unit
operated on the main hospital campus under the hospital’s license. The estimated project cost is
$3,658,914.07.

Dear Mr. Taylor:

This is to acknowledge the receipt of supplemental information to your application for a
Certificate of Need. Please be advised that your application is now considered to be complete by
this office.

Your application is being forwarded to Trent Sansing at the Tennessee Department of Health for
Certificate of Need review by the Division of Policy, Planning and Assessment. You may be
contacted by Mr. Sansing or someone from his office for additional clarification while the
application is under review by the Department. Mr. Sansing’s contact information is
Trent.Sansing@tn.gov or 615-253-4702.

In accordance with Tennessee Code Annotated, §68-11-1601, et seq., as amended by Public
Chapter 780, the 60-day review cycle for this project will begin on October 1, 2015. The first
sixty (60) days of the cycle are assigned to the Department of Health, during which time a public
hearing may be held on your application. You will be contacted by a representative from this
Agency to establish the date, time and place of the hearing should one be requested. At the end of
the sixty (60) day period, a written report from the Department of Health or its representative will
be forwarded to this office for Agency review within the thirty (30)-day period immediately
following. You will receive a copy of their findings. The Health Services and Development
Agency will review your application on December 16, 2015.



«CONTACT»
October 1, 2015
Page 2

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. § 68-11-1607(d):

(3)  No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any
communication received by an agency member from a person unrelated to the
applicant or party opposing the application shall be reported to the Executive
Director and a written summary of such communication shall be made part of the
certificate of need file.

4) All communications between the contact person or legal counsel for the applicant
and the Executive Director or agency staff after an application is deemed complete
and placed in the review cycle are prohibited unless submitted in writing or
confirmed in writing and made part of the certificate of need application file.
Communications for the purposes of clarification of facts and issues that may arise
after an application has been deemed complete and initiated by the Executive
Director or agency staff are not prohibited.

Should you have questions or require additional information, please contact me.

Sincerely,

DNriie M-l

Melanie M. Hill
Executive Director

ccs Trent Sansing, TDH/Health Statistics, PPA



State of Tennessee

Health Services and Development Agency
Andrew Jackson, 9" Floor, 502 Deaderick Street, Nashville, TN 37243
www.th.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

MEMORANDUM

TO: Trent Sansing, CON Director
Office of Policy, Planning and Assessment
Division of Health Statistics
Andrew Johnson Tower, 2nd Floor
710 James Robertson Parkway
Nashville, Tennessee 37243

FROM: Melanie M. Hill  /#/4) /7~

Executive Director
DATE: October 1, 2015

RE: Certificate of Need Application
University of Tennessee Medical Center - CN1509-039

Please find enclosed an application for a Certificate of Need for the above-referenced project.

This application has undergone initial review by this office and has been deemed complete. It is
being forwarded to your agency for a sixty (60) day review period to begin on October 1, 2015
and end on December 1, 2015.

Should there be any questions regarding this application or the review cycle, please contact this
office.

Enclosure

cc: Jerry Taylor, Esq.



LETTER OF INTENT
TENNESSEE HEALTH SERVICES AND DEVELOPMENT AGENCY

The Publication of Intent is to be published in the Knoxville News Sentinel, which is a
newspaper of general circulation in Knox County, Tennessee, on or before September 10,
2015 for one day.

This is to provide official notice to the Health Services and Development Agency and all
interested parties, in accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the
Health Services and Development Agency, that University of Tennessee Medical Center
(UTMC), owned and managed by University Health System, Inc., a Tennessee not-for-profit
corporation, intends to file an application for a Certificate of Need for the acquisition of a
magnetic resonance imaging (MRI) unit with a cost in excess of $2 million. The proposed
new MRI unit will be operated under UTMC's hospital license and will be located on the
main hospital campus at 1924 Alcoa Highway, Knoxville, Knox County, Tennessee. UTMC
is licensed as a general acute care hospital by the Tennessee Board for Licensing Health
Care Facilities. No changes in services or inpatient beds are involved in this project. The
estimated project cost is not to exceed $3,700,000.

The anticipated date of filing the application is September 15, 2015.

The contact person for this project is Jerry W. Taylor, Attorney, who may be reached at: Burr
& Forman, LLP, 511 Union Street, Suite 2300, Nashville, Tennessee, 37219, 615-724-3247,
ftaylor@burr.com.

Sy e - Jo-15
/Sl/gnatyé /

The _;)ublished Letter of Intent contains the following statement pursuant to T.C.A. § 68-11-
1607(c)(1). (A) Any health care institution wishing to oppose a Certificate of Need
application must file a written notice with the Health Services and Development Agency no
later than fifteen (15) days before the regularly scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person
wishing to oppose the application must file written objection with the Health Services and
Development Agency at or prior to the consideration of the application by the Agency.
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Septe’ber 25, 2015
10:26 am
SUPPLEMENTAL RESPONSES
CERTIFICATE OF NEED APPLICATION

FOR

THE UNIVERSITY OF TENNESSEE MEDICAL CENTER

Acquisition of Major Medical Equipment (MRI Unit)

Project No. CN1509-039

Knox County, Tennessee

Filed: September 25, 2015

Contact Person:

Jerry W. Taylor, Esq.
Burr & Forman, LLP
511 Union Street, Suite 2300
Nashville, Tennessee 37219
615-724-3247




SUPPLEMENTAL #1

Supplemental Responses September 25, 2015
The University of Tennessee Medical Center, CN1509-039 410:26 am
Page 1 )

1. Section A, Item 4
The description of the ownership structure of the applicant’s owner, University
Health Systems, Inc. (UHS), is noted. If possible, please provide an organizational
chart of UHS for use as a visual reference to help facilitate the discussion provided
in other parts of the application.

An organizational chart for University Health Systems, Inc. is attached following this
response.



SUPPLEMENTAL #1

September 25, 2015

10:26 am

University
Physicians’

UPA

Association, Inc.

University Health System, Inc. (UHS)
Corporate Structure/Relationships

UHS

LTA, ESA, AA

5%

33%

UT Home Care

LabCorp, TN

Services

The University
of Tennessee
(Ut

UT Health
Science
Center

UT Graduate
School of
Medicine

UT Medical Center

UHS Ventures, Inc.
(UHSV)

Regional Trauma
Services

University Cardiology
Group, LLC

University Medical
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2. Section A, Applicant Profile, Item 6
The applicant notes that documentation of the applicant’s legal interest in the site is
provided in Attachment A.6. However, that attachment appears to have been
omitted from the packet. Please provide a copy of the documentation.

A copy of the Lease and Transfer Agreement is Attachment A, 6 to the application. It is
approximately 46 pages in length, and it was notarized on July 8, 1999.

3. Section A, Item 9 (Bed Complement Table)

The applicant identifies 581 licensed beds, 581 staffed beds and 44 CON approved,
but unimplemented beds. Review of HSDA records confirmed the 44
unimplemented beds were approved in CN1409-042A at the December 2014 Agency
meeting. Given the project’s expiration date of February 1, 2018, please provide a
brief progress report on developments since the December 2014 Agency meeting, If
possible, please include estimated date(s) that the additional 44 licensed beds may be
placed into service, subject to approval by the Tennessee Department of Health.

28 of the 44 beds are med/surg beds to be located on floor 6 South of UTMC. This part

of the project is currently in construction with completion expected around January
2016. The other 16 beds are Neurological ICU beds and that project is currently in
design with an estimated completion date of late 2016 or early 2017.

4. Section B, Applicant Profile, [tem 13 and Section C, Economic Feasibility, Item 6.B
As an existing, CON-approved MRI service, are professional fees for MRI
interpretation services by licensed radiologists included as a part of a global fee by
the applicant? If not, what arrangements are in place to assure that the radiologists
maintain Medicare and Medicaid provider certification and contract with the same
TennCare MCO plans as the applicant? Please briefly discuss the arrangements
planned in this regard.

Professional fees for MRI interpretation services by licensed radiologists are not included
as a part of a global fee by UTMC. The Association of University Radiologists (AUR)
bills separately. As such, it is their choice to maintain Medicare and Medicaid provider
certification and contract with TennCare MCO plans, which they currently do. Because
of their close partnership with UTMC, we have no indication or reason to believe that
they plan to do otherwise. AUR is the only radiology practice contracted to service
UTMC.

5. Section B, Project Description, Item I1.A and Item ILE
Item I1.A

Review of the floor plan in the application appears to indicate that the MRI service
on the 1* floor may be used for both inpatients and outpatients. As such, please
briefly describe the arrangements for use of common areas by the MRI service such
as areas used for reception, patient waiting, clinical support activities, etc.

The MRI department, like many other departments in the hospital, does provide both
inpatient and outpatient services in the same space. This MRI will be an expansion of
current services with the same reception, patient waiting, and clinical support services.
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Item II.LE—

1. A.1 (Total Cost)

The $2,259,306 combined equipment and service cost is noted. This amount is
matches the amounts provided in the Project Costs Chart on page 22 of the
application. However, review of the 9/26/2014 vendor purchase offer revealed that
the applicant only had 4 days to formally accept the proposal since it appears to
have expired on 9/30/2014, Please provide an updated MRI purchase proposal from
the vendor that supports the Project Cost of the application and that will be valid on
the date of the hearing of the application on or about November 18, 2015.

The proposal was accepted by UTMC on 9-30-14. Officials wanted to lock in the price.
If the CON is not granted, the equipment can be used as a replacement of an existing unit.

A Contract Addendum verifying the price is still valid, acknowledging the originally
stated delivery date is not binding, and stating the current estimated delivery date, is
attached following this response.
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SIEMENS

CONTRACT ADDENDUM

Siemens Medical Solutions USA, Inc.

Quotation Nos. 1-ASVBQI

Purchase Agreement/Terms and Conditions of Sale

This Addendum shall become a part of each of the equipment sales agreements
between Siemens Medical Solutions USA, Inc. (“Siemens” or “Seller’) and
University Health System Inc. (“Purchaser”), referenced as Siemens’
Quotation Nos. 1-A9VBQI, which quotations include Siemens’ Standard Terms
and Conditions of Sale and the Software License Schedule {(each an
“Agreement”). If there is any conflict between the terms of this Addendum and
the terms of the Agreement, the terms of this Addendum shall control.

1. The proposed delivery date in the Quotation is not binding and
Siemens will not schedule delivery of Product until both Parties agree to
the installation dates in writing in the Notice to Manufacture letter. The
current projected occupancy date is December 2016.

2., The Agreement outlined in the Sales Quotation has been accepted
by both Parties and will remain valid through installation of the Product.

Siemens Medical Solutions USA, Inc.
Name: M@M_A r‘Q@Jx/;?
T|tle: \)PLZA"L (_>IJ~‘N—)\ M_{D_:\,_!.‘.Q“,._

Date: 1 \ 2t \ 1S

By: 'M)L //Z(/"'C)
Name: R“‘*\* tmmc-
Title: &V P

Date: ’[/z; l ‘_S
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Additional MRI Equipment Overview
It would be also be helpful to include the following additional information for the
proposed MRI unit:

a) Model type (including tesla strength) and date of manufacture

Siemens Skyra 3.0 Tesla with Daily Optimized Throughput and Total Imaging
Matrix

b) Annual maintenance/service cost and initial term of service agreement
The maintenance agreement cost is included in the equipment quote filed with the
application. For the reviewer's convenience, a copy of the relevant page is

attached following this response. Item # 12 on that page is the relevant entry.

The maintenance agreement cost is $129,524 per year for 5 years, following the
one year warranty period.

¢) If refurbished, years of operation and remaining useful life

N/A. It is a new unit,
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SIEMENS Proposal # 1-AFU4RD

District / Sales Office

SIEMENS MEDICAL SOLUTIONS USA,INC.
3683 North Sam Houston Suite 400

Houston, TX 77032

At Michasg! Atwood

Phone:  (816) 938-6384

Fax: (815) 8668-5922

Emsll:  michael atwsod@slemens.com

Sold Ta 2ill To Payer

UNIVERSITY HEALTH SYSTEM ING UNIVERSITY HEALTH SYSTEM ING UNIVERSITY HEALTH SYSTEM INC
1924 ALCOA HWY 1924 Alcon Hwy 1924 ALCOA HWY

KNOXVILLE, TN 37820 KNOXVILLE, TN 37830 KNOXVILLE, TN 37820

Slemens Meoical Salutions USA, Inc. Is pleasad 1o subliRt the foflowing proposal for service and mallaninca descibed hereln af the staled pricas and terms.
Sulijact lo your acceplanca of the tems afd condiiians on the face st genaral lerms and condilions Dacument hersol,

Il;m b ‘Ss}_é_tem Nama Ftlonl;ﬁgg:i Sém:-.e Agreement Canlract Dura'tjoﬁ - P:ur{itimpnz?ce Pa-'rg:};égg Annual Piica
1 AXIOM Lumines Aglia Gold contract VWarranty + 5 Years %0 1] $43,785
2 AXIOM Luminos Agile Gold conlract Warranly + 6 Years 50 $0 $43,785
3 Symbla Intsvo 18 Gold contract Wananty + 5 Years 30 50 89,319
4 Symbia E Single Head Gold contraoct Warranty + 5 Years %0 30 $21,103
5 Artis ( Biplana Select contract Warranty + 5 Years 30 0 $122,563
8 synga X Workplace Seleci contract Warranty + 5 Years 0 $0 §6,110
7 Mark 7 Arterion Injector OEM contract Warranty + 5 Years $0 $0 $4,230
8 | Eaton 93001T 40kVA wATS QEM eoniract Warranty + & Years $0 %0 $4,300
g Attis zoe Flinor Select contract Warranty + & Years 30 $a $79,667
10 syrgn X Workplace Selact coniract Warranty + 5 Years $0 %0 $8,110
1 Mobllett Mira * Silver contract Warranly + 5 Years 30 50 $8,242
12 Magnetom Skyra Selecl contract Warranty + 8 Years $0 80 $129,524
12 £CQ Chiller " DEM eontract Warranty + 5 Years $0 $0 $6,500
14 52000 Silver corract Warranty + 5 Years 30 $0 $8,513
15 §2000 Silver contract Warranty + 5 Years 80 50 $B,613
16 ARCADIS Avantic Silver contract Warranty + 5 Yzars s0 $0 310,868
Proactiva Service Plans: (Pinnacle, Select, Essentlal) Notwithstanding anything ta the ronirary contained In this Agreernenl,
remote access to the Equipment Identified above will be established through a broadband internet based connection to either a
Customar-owned or Siemens-provided secura and-paint, The method of cannection will be a Peer-to -Peer VPN IPsec tunnel
{non-client based) with specific Inbound and outkound port raquirements.

Includes:

Parts andlor Labor to the extent shown In Exhibit A.

Princlpal Coverage Period (PCP) as stated in Exhibit A for each system.

System Updates. _

Access to Slemens Custamer Care Center for technical telephone support (remote diagnostics, if avaliable ig the site and the
equipment).

Excludes:

Gonsumables (batieriss, leads, padding, storags medla, casselies, efc.); non-Slemens componenis and accessories (such as
VCR, Injectar, laser printer, MR surface coils, tables/iabla tops, chiller, LIPS, ete.) unless specifically identifed In Exhibit A. Parts
defeciive due fo "acls of Cod", abuse, misuse, nealect, thermal and shock. Glassware (unless purchased as an option).

Created: 9/29/2014 11:69:00 AM Slemens Medical Soluticns USA, [nc. Gonfidentisl Page 1 0f 28
Doc Id # 1-AFU4RF
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6. Section C, Need, Item 1 (Project Specific Criteria)
Item 7.d
Please summarize the professional staffing that pertains to physician coverage of the
service, including medical supervision and imaging interpretation by licensed
radiologists.
However, please provide a response for the project specific criteria that apply to
construction, renovation or replacement and the 5 Principles of the State Health
Plan. For your convenience, the questions that apply to each are contained in the
exhibits at the end of this questionnaire.

A response to the 5 Principles of the State Health Plan is provided on pages 12-13 of the
application.

Although the construction costs of this project do not reach the $5 million threshold,
responses to the criteria for projects which do reach the threshold are reflected below.

CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT OF
HEALTH CARE INSTITUTIONS

1. Any project that includes the addition of beds, services, or medical
equipment will be reviewed under the standards for those specific activities.

Responses to the criteria for the acquisition of major medical equipment are on pages 14
through 18 of the application.

2. For relocation or replacement of an existing licensed health care institution:
N/A.

a. The applicant should provide plans which include costs for both
renovation and relocation, demonstrating the strengths and weaknesses of each
alternative.

b. The applicant should demonstrate that there is an acceptable existing

or projected future demand for the proposed project.
3. For renovation or expansions of an existing licensed health care institution:

a. The applicant should demonstrate that there is an acceptable existing
demand for the proposed project.

The need for the additional MRI unit at UTMC, which drives the need for the addition in
which to house the new MRI unit, is found primarily on pages 14-20 of the application.

b. The applicant should demonstrate that the existing physical plant's
condition warrants major renovation or expansion.

This project does not propose major renovation or expansion. The addition consists of
1,229 square feet of new space. Only minor renovation of existing space is required to tie
in the new space to the existing space. There is insufficient space in the existing MRI
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Department to house the new unit. Locating the proposed new MRI in a different
location in the hospital would be inefficient.

7. Section C, Need, Item 3 and Item 4.a

Item 3 - Please complete the table below showing patient origin in 2012-2014 with
volumes by residents of the 6-county primary service area (PSA).

Use of Applicant’s MRI Service by Residents of 6-County PSA

Year Resident Resident MRI Resident MRI
MRI Procedures at all | Procedures at All

Procedures Other MRI Other Providers
At UTMC Providers in PSA in TN

2012 12832 60296 3662

2013 12153 58459 3721

2014 13633 56999 3811

2015 13224 55289 3697

(Estimated)

Source: 2012-2014 data HSDA Medical Equipment Registry - 9/22/215
Estimated 2015 based on historical growth rate of -3% 2012-2014.

8. Section C, Need. Item 5 (Historical Utilization in PSA)
The excerpt of the MRI provider inventory and utilization data from the HSDA
Equipment Registry is appreciated. Please provide a snapshot of provider MRI
utilization trends in the 6-County PSA 2011-2013 using the table below.

MRI Provider Summary, Applicant’s 6-County PSA
County | #Units by Provider 2012 2013 2014 % Change

Type* (2014) Scans | Scans | Scans | ’12-‘14
Blount | Hosp. 1;: PO 2 6,112 7,650 7,378 20.7%
Jefferson | Hosp. 1 3,098 2,074 2,253 -27.3%

Knox Hosp. 13; PO 8; RPO
2; HOPD 1; ODC 4 79.500 | 76.812 | 79.704 0.25%

Loudon | Hosp. 1 2,300 2,023 2,055 -10.6%
Monroe | Hosp. 1 1,638 1,834 2,057 25.6%
Sevier | Hosp. 1 4,269 4,235 4,627 8.4%
Total 35 96,917 | 94,628 | 98,074 1.2%

*Legend: H (hospital); HOPD (hospital outpatient department); ODC (outpatient
diagnostic center); PO (private medical practice)

9. Section C, Need, Item 6 (Applicant’s Projected Utilization)
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The projected utilization is noted. Please complete the tables below showing the
combined inpatient and outpatient utilization for the hospital’s MRI service.

Applicant’s Historical & Projected MRI Utilization

2012 | 2013 2014 %o 2015 Projected | Projected

change | (estimated) | Year 1 Year 2
’12-°14

Avg,

Scans per

Unit 4,389 | 4,113 | 4,563 3.3% 4,913 3,930 4.087

as a % of

2,880

MRI

standard 152% | 143% | 158% 6% 170% 136% 142%

10. Section C, Economic Feasibility, Items 1 (Project Costs Chart)

As noted previously, please confirm and document the equipment costs that are
included in the chart with a vendor purchase quote that will be valid on the date of
the hearing of the application.

Please see the response to Question 5.

It appears that the actual start-up costs may be very close to the $3.7 million total
project cost. Please clarify by identifying the actual out of pocket cash outlay needed
for this project.

Of the $3,650,700 estimated project cost (excluding the filing fee), $3,355,152 will be out
of pocket start-up costs. The cost items not incurred at the outset is one year maintenance
fees of $129,524 due to the one year warranty period, and the contingency fund of
$166,024.

11. Section C, Economic Feasibility, Item 4. (Historical and Projected Data Charts)

Projected Data Chart — Operating Expenses

In looking at the Projected Data Chart prepared for the MRI Department, it
appears that Year 1 projected total operating expenses are expected to decrease by
approximately $775,000 or 33% from $2,363,621 in 2014, largely as a significant
result in depreciation. If in error, it appears that Year 1 projected net operating
income may be understated. Please clarify by briefly describing the reasons for the
decreases in depreciation expense.

The 4 existing MRIs will be fully depreciated by Year 1. However there are other
depreciable assets in the MRI Dept. The depreciation expense on the PDC for the MRI
Department represents depreciation on the new unit, plus remaining depreciation on the
other depreciable assets. The depreciation expense on the PDC for the new unit
represents the first year depreciation on that unit.

12. Section C., Economic Feasibility, Item 6.a.
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Please also include a comparison to HSDA Equipment Registry MRI range of
charges in the response to this question (1% Quartile, Median, 3 9 Quartile).

UTMC (this application) average gross charge = $3,588

Average gross charges from HSDA Equipment Registry:

Gross Charges per Procedure/Treatment

By Quartiles

YEAR =2014
Equipment 1st Quartile Median 3rd Quartile
Type
MRI $1,632.60 $2,229.43 $3,677.84

Source: Medical Equipment Registry - 8/10/2015

13. Section C, Economic Feasibility, Item 9
Please show the percentages by payor in Year 1 of the project by completing the

table below.
MRI Service Payor Mix, Year 1
Payor Source Proposed as % of MRI DEPT asa % of
MRI Unit Gross Gross Gross
Gross Revenue Revenue Revenue
Revenue Year 1 Year 1 Year1
Year1
Medicare $5,597,333 39.7% $28,052,247 39.7%
TennCare $1,268,917 9% $6,359,451 9%
Managed care $5.188.460 36.8% $26,003,090 36.8%
Commercial $1,579,096 11.2% $7.,913,984 11.2%
Self-Pay $267.882 1.9% $1.342,550 1.9%
Other $197,387 1.4% $989,248 1.4%
Total $14,099075 100% $70,495,374 100%

14. Section C, Orderly Development, Item 3
What arrangements are planned for MRI imaging interpretation services by

Tennessee licensed radiologist? In your response, please also identify the fulltime

equivalent (FTE) value of same.

MRI imaging interpretation services are provided by the Association of University
Radiologists, PC (d/b/a “University Radiology”), who are Tennessee licensed
radiologists. The radiologist FTEs for the MRI Department is 18.7
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STATE OF TENNESSEE

COUNTY OF KNOX

NAME OF FACILITY: The University of Tennessee Medical Center

MSA— [_é’ i '3 ﬁ/, after first being duly sworn, state under oath that I am the

applicant named in this Certlﬁcate of Need application or the lawful agent thereof, that I have

reviewed all of the supplemental information submitted herewith, and that it is true, accurate, and

complete.

ignaturetLitle

Sworn to and subscribed before me, a Notary Public, this the 2 & ZZctay of/ém; 2015,

witness my hand at office in the County of Knox, State of Tennessee.
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